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Your Cuban Business 


With twenty years’ experience in Cuba we are in a position to 
handle to the best advantage any business of a financial or fiduciary 
nature entrusted to our care. 


As Trustees for Mortgage Bond Issues, at the present time ap- 
proximating $70,000,000, we are especially well equipped to handle 


this class of business, and to act as Co-Trustee or as Agent for American 
Companies. 


Our Real Estate Department offers a complete service, including 
buying, selling, and administration of properties, collection of rentals 
and mortgages, together with valuations and reports on any properties 


in Cuba. 


The Trust Company of Cuba 


HAVANA 
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Significant Development 
in Present-Day Finance 


| In the financial field the investment trust is one of the most significant 

recent developments. It represents a type of financial institution 
Powerful | which will continue to grow in importance as its utility and advan- 
tages are recognized by the multitude whose investment opportunities 
are restricted by limited capital or ability to-study current conditions 
in the stock market. 


Bankers, investors, and investment trust officers who wish a full, clear 
America’s exposition of investment trust aims, advantages, organization and 
working methods, will find the information they need in 


Investment Trust 
Organization and Management 
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organized; how they are financed; and how their portfolios are managed. It indicates 
their earnings and dividends, and points out their many advantages. 

Cf | It describes specific investment trusts and kindred companies of Great Britain, the 
“AY | Continent, and the United States. Brings out points of difference between types 
of company, and outlines the practice followed in different countries. The author, 
Leland Rex Robinson, was formerly American Financial Trade Commissioner in Lon- 
don, and is now Trustee and Vice-President of the International Securities Trust of 
America. Introduction by Paul D. Cravath. 448 pages. $6.00. 
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ADMINISTRATIVE LEADERS OF THE AMERICAN BANKERS ASSOCIATION AT LOS 
ANGELES CONVENTION 


First row, left to right: Vice-President Thomas R. Preston; Newly Elected President, Melvin A. Traylor; 
Retiring President, Oscar Wells; Former President, George M. Reynolds; Executive Manager, F. N. 
Shepherd. Rear row: Secretary W. G. Fitzwilson; Marco Hellman, Los Angeles. 
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NEW CONCEPTIONS OF TRUSTEESHIP 


SIGNIFICANCE OF REVOLUTIONARY ECONOMIC CHANGES 


MAZING changes in our economic 
and social structure, in industrial 
organization and ownership of cor- 

=— porations, have created unfath- 
omed opportunities for the cultivation of 
fertile fields and new contacts in the exer- 
cise of fiduciary protection. Their full 
significance has scarcely been grasped even 
by those engaged in trust work. Failure to 
accept the challenge and to measure up to 
such potential possibilities would be little 
short of tragedy, especially at this epochal 
stage in expanding and interpreting the 
advantages of corporate trusteeship. 

Fiduciary protection is the one thing 
that is today needed above all others to 
give permanence to American prosperity, to 
foster the wide distribution of sound se- 
curities, to keep capital employed in pro- 
ductive channels, to guard against ex- 
ploitation and cupidity in the financing of 
corporations, and to assure to the wage 
earner, as well as io the man of means, the 
fruits of his efforts and thrift. The respon- 
sibility and the great volume of business 
confided to trust companies in administer- 
ing personal and corporate trusts, testifies to 
public faith. It reveals also the growing 
demand and economic urge for safeguards 
such as the corporate fiduciary, free from 
errors and limitations of mortality, is alone 
able to vouchsafe. 


The urgent need for extending the scope 
and refinements of trust service is em- 
phasized by increasing complexities of the 
“estate problem,” the wastage of unpro- 
tected surplus and insurance funds and the 
constant dangers that menace the absorp- 
tion of securities—good and bad—hy the 
rapidly multiplying army of investors. As 
a corollary there is the present opportunity 
offered to corporate fiduciaries to occupy 
the breach or the “twilight zone’”’ between 
corporations and the investing public. 
Current discussion has doubtless magnified 
the evils of corporation financing in connec- 
tion with minority control, non-voting 
stocks and holding companies. It is becom- 
ing more and more apparent, however, that 
trust companies are alert to their respon- 
sibility in handling billions of dollars worth 
of securities confided to their care as execu- 
tors and trustees. 

Recent surveys indicate that trust com- 
panies and banks exercise fiduciary custody 
over nearly twenty billions of estate and 
trust funds, the major portion of which 
consists of stocks and bonds. In addition 
there is the fiduciary supervision over a vast 
volume of corporate trusts and securities. 

With such a tremendous leverage it is 
obviously within the power of corporate 
fiduciaries to exert. a decisive influence in 
protecting investments. This viewpoint 





386 


was well expressed by President James H. 
Perkins of the Farmers’ Loan & Trust Com- 
pany of New York, in a recent interview: 
“As executor, administrator and trustee, 
the new institutional banker assumes respon- 
sibility for the widow’s mite, as well as the 
great estate. The banker’s responsibility to 
the people who own these funds is only a be- 
ginning. He is also responsible for the efficient 
management of the enterprises in which their 

money is invested.” 
.°, 2, 2, 


. bd ~~ 


NEW ALLIES FOR TRUST SERVICE 


ORPORATE trusteeship is entering 
upon new and much broader phases 

of usefulness. The prospect is one 
that must bring incentive and inspiration 
to every trust company and bank engaged 
in such service. Not so many years ago the 
fiduciary functions of the trust company 
were chiefly confined to the administration 
of post-mortem wealth and carrying out 
the testamentary instructions of the dead. 
The selection of a trust company to handle 
estates and investments was regarded as a 
luxury for the relatively few of discerning 
judgment. Then along came the living 
trust, the voluntary trust and other forms 
of fiduciary management which demon- 
strated to the public satisfaction that cor- 
porate trusteeship is adapted to the require- 
ments of the living as well as the dead in the 
building-up and conservation of estates, 
including realty and investments. Then 
came the Community Trust with its com- 
pelling humanitarian aspects. 

Within the past few years the horizon 
has been widened by enlisting the co- 
operation of life insurance companies and 
underwriters through the beneficial creation 
of life insurance trusts. Likewise, there has 
developed a better understanding between 
trust companies and lawyers respecting the 
line of distinction between legal and ad- 
ministrative work in soliciting and conduct- 
ing trust business. Through these avenues 
—the insurance companies and the legal 
profession—the trust companies and banks 
have opened up two new prolific sources of 
business which cannot fail to spread the 
gospel of fiduciary protection among the 
masses. Of far greater importance than any 
alliance is the vital necessity of placing chief 
emphasis on quality of trust service as the 
best kind of salesmanship. 


TRUST COMPANIES 


INTERPRETING THE “LOCARNO 
SPIRIT’ IN ECONOMIC TERMS 
of arbitrary tariff and customs fron- 


tiers in international trade, is sounded 


in the manifesto recently issued from Lon- 
don. Bearing the signature of many of the 
foremost statesmen, financiers and indus- 
trialists of Europe, the document gives ac- 
cent to much the same spirit in searching for 
economic freedom and reconciliations that 
was expressed in the negotiation of political 
treaties at Locarno. In political circles at 
Washington the publication of the manifesto 
created something akin to consternation, 
chiefly because the list of signatories in- 
cluded the names of such well known Ameri- 
can bankers as J. P. Morgan, Gates W. 
McGarrah, Albert H. Wiggin, John J. 
Mitchell and Melvin A. Traylor. 

It is hardly to be hoped that the irrefut- 
able argument of this appeal will penetrate 
the thick hide of protectionists at Wash- 
ington, whose control in Congress makes the 
possibility of any change in our own tariff 
policy something very remote. Disavowal 


VIRILE appeal for the demolition 


of any connection with this movement, on 
the part of Administration spokesmen, and 
renewed affirmation of the American pro- 
tective policy, cannot disguise the fact that 
there is a growing body of public opinion 


in this country which realizes that the 
United States cannot safely maintain an 
insular position in international economic 
affairs, however remote we may hold 
ourselves from European political con- 
cerns. 

If the United States hopes to maintain 
its undisputed preéminence in international 
finance; if we expect to secure payment of 
foreign war debts in a manner that shall not 
result in economic loss or reprisals, and if 
we expect to develop overseas markets for 
surplus products, it is a foregone conclusion 
that we must make terms with European 
competitors and debtors. Exports are 
bound to dwindle if we refuse foreign coun- 
tries to sell to us. The industrial compacts 
recently negotiated between continental 
European countries and others projected, in 
relation to steel, iron and coal, reveal only 
too clearly the possibility of European eco- 
nomic and industrial alliances that may 
work incalculable harm to American trade 
and finance. 
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BRANCH BANKING BATTLE AT 
AT A. B. A. CONVENTION 


N all sincerity it cannot be asserted 

I that the deliberations and conclusions 
at the recent annual convention of the 
American Bankers Association at Los 
Angeles are calculated to either hasten or 
bring about an equitable or logical solution 
of the branch banking problem, a subject 
which absorbed the attention of the dele- 
gates to the exclusion of all other matters, 
and precipitated one of the most animated 
debates in the history of the association. 
The one fact which stands out above all 
others is that the vote cast in favor of the 
resolution endorsing the McFadden bill 
without the so-called Hull amendments 
and defining limitations on branch banking, 
was neither conclusive nor representative. 
It is readily conceivable that those bankers 
who favor the Hull amendments, and en- 
listing the irreconcilable “antis” both among 
bankers and among members of Congress, 
will not neglect to make capital out of the 
fact that only 681 votes were cast at the 
special branch banking session at Los 
Angeles out of a registered attendance of 
over 7,000 and that the 413 votes cast for 
the Committee resolution looks rather a 
dimunitive figure alongside the nearly 
30,000 banking units in the United States 
interested in a proper solution of this issue. 
The bankers of the United States in 
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justice to themselves and the people they 
serve, cannot afford to go to Congress 
with the resolution endorsed at Los Angeles 
on the strength of 413 votes for and 268 
against. Congress will demand and has a 
right to demand a more representative ex- 
pression of the sentiment that dominates 
among American bankers, not so much on 
the ground of number of unit bankers as a 
crystallization of the best experience and 
judgment in the banking fraternity. It is 
well known to those who have attended 
legislative hearings in Congress that the 
American Bankers Association has lost 
prestige and does not begin to exercise the 
weight of influence that resides in its mem- 
bership, because of the criticism—whetker 
right or wrong—that the conclusions of 
the annual convention on issues of national 
importance, are colored very largely by the 
varying character of sectional attendance 
wherever these conventions happen to be 
held. At the same time it is true that 
American bankers have no other adequate 
national vehicle than the American Bankers 
Association to give accent to their senti- 
ments on questions of mutual interest. 

There is no inference that the Los Angeles 
convention was dominated by those favor- 
ing branch bank extension, because the 
convention was held in the state where 
branch banking has become more securely 
intrenched than anywhere else in this 


REUNION LUNCHEON GIVEN IN HONOR OF PRESENT AND FORMER PRESIDENTS OF THE SAVINGS 
BANK DIVISION, AT THE RECENT ANNUAL CONVENTION OF THE A. B. A. aT Los ANGELES 
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country. The fact that the spokesmen of 
the California League of Independent 
Bankers, an organization which has been 
most vigorous in demanding preservation 
of independent or unit banking, came out 
strong for the McFadden bill with the Hull 
amendments deleted, negatives any such 
indictment. Nevertheless, the proponents 
of the Hull amendments have already in- 
dicated that they will make use of that 
argument. They also propose to make 
political capital out of the situation created 
at Los Angeles, whereby the American 
Bankers Association reverses itself in de- 
manding elimination of the Hull amend- 
ments which were so enthusiastically urged 
and endorsed at the Chicago convention 
in 1924 as a compromise and burying of 
the hatchet between the pros and antis. 


o 
& > & 


CRISIS IN BANKING LEGISLATION 


UFFICIENT argument was _pre- 
sented at the special session at the 
Los Angeles convention to justify 
faith in the resolution adopted as the most 
practical and equitable solution of the 
branch banking imbroglio. The trouble is 
that the resolution should have had the 
backing of 4,000 instead of only 400 votes. 
It was made plain to delegates that there 
is no chance of securing any legislation 
from the present Congress so long as the 
House stands pat on the Hull amendments. 
That involves not only branch banking, but 
also the question of rechartering the 
Federal Reserve banks and of securing re- 
lief for national banks as the essential sup- 
port of the Federal Reserve System. The 
critical aspect of this situation is evident 
from the increasing number of national 
banks which are relinquishing federal char- 
ters and reorganizing as state banks or 
trust companies, and the further number 
which are being absorbed by state institu- 
tions, because the national charter does not 
allow competition on an even keel with 
state banks. The figures presented in 
recent compilations of the Federal Reserve 
Board and by the Comptroller of the Cur- 
rency can leave no doubt of the urgent 
necessity of Congressional action which will 
remove the obsolete and arbitrary shackles 
imposed by the National Bank Act. 
The substance of the resolution adopted 
at Los Angeles, following the same lines as 
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the resolution approved by the National 
Bank Division, provides that in view of 
the existing legislative situation, the Ameri- 
can Bankers Association recommend to 
Congress the final enactment of the McFad- 
den Bill, H. R. No. 2, including the pro- 
vision rechartering the Federal Reserve 
banks. In lieu of the Hull amendments the 
resolution calls for the following restrictions 
upon branch banking: 


“First, that no national bank be per- 
mitted in any state to establish a branch 
beyond the corporate limits of the mu- 
nicipality in which the bank is situated; 
second, that no national bank be per- 
mitted to establish a home city branch 
in any state which does not at the time 
of such establishment permit the state 
banks to establish branches; third, that 
no state bank be permitted to enter or to 
retain membership in the Federal Re- 
serve System if it has in operation any 
branch which may have been established 
after the enactment of H. R. No. 2 be- 
yond the corporate limits of the munici- 
pality in which the bank is situated; 
fourth, that no branches which may have 
been established after the enactment of 
H. R. No. 2 beyond the incorporate limits 
of the municipality in which the parent 
bank is situated, be permitted to be re- 
tained when the state bank converts into 
or consolidates with the national bank, 
or when two or three national banks 
consolidate.” 


As President-elect Traylor said at Los 
Angeles, it is of infinitely greater importance 
to secure renewal of Federal Reserve char- 
ters as a means of preserving business and 
financial stability, than to insist upon a 
bill which is bound to fail and carry down 
with it the desirable provisions for re- 
chartering and reconstruction of the Na- 
tional Bank Act. The fact that the A. B. A. 
endorsed the Hull amendments in 1924 
should not blind the members of Congress 
to realities. Whether Congress passes a 
bill with or without the Hull amendments, 
the branch banking issue will remain one 
for determination on the premise of public 
interest and economic necessity. Any at- 
tempt on the part of Congress to encroach 
upon or tie the hands of state legislatures 
on matters within the constitutional prov- 
ince of the states, must prove ineffectual. 
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NOTABLE DECISION UPHOLDS 
TRUST COMPANY ADMINIS- 
TRATION 


HE St. Louis Union Trust Company 
IT| recently gained a notable victory in 

the Supreme Court of Missouri 
which confirms and upholds sound fiduciary 
administration, particularly in dealing with 
so-called ‘“‘wasting assets’ or speculative 
securities, which so frequently are passed 
on to trust companies and banks as trustees 
under will and as part of trust estates. The 
problems encountered by trust companies 
in disposing of such speculative or depre- 
ciating holdings have been repeatedly aired 
at conferences of corporate fiduciaries. Too 
often, when trustees or executors open safe 
deposit boxes, they find that the deceased 
has left his heirs a legacy composed largely 
of speculative and worthless securities. 
Ordinarily the will gives the trustee full dis- 
cretionary powers to dispose of doubtful 
holdings and substitute investments that 
comply with the law relating to trust fund 
investments. 

When the St. Louis Union Trust Com- 
pany qualified as trustee some years ago 
under the will of Mary J. Blanke, there 
were found among the assets 1,735 shares of 
stock of a Missouri corporation, the control 
of which was closely held by a majority of 
stockholders under a voting trust agreement 
in which the Blanke holdings were not repre- 
sented. The trust company found no mar- 
ket and could get no bid for the stocks. 
After exhausting all possible means, the 
trust company entered into an agreement 
with a brokerage firm giving a term option 
for sale of the stock. Subsequently the 
option was exercised as a result of negotia- 
tions involving transfer of control of the 
Granby Mining and Smelting Company. 
The purchase price was $400 gross, to net 
$375 per share, while the stock disposed 
under option sale for the trust estate yielded 
$300. The beneficiary brought suit to 
invalidate the option agreement and hold 
the trust company liable for the difference. 
The motives of the trust company were also 
impugned. The lower courts sustained the 
plaintiff beneficiary. The recent decision 
of the Supreme Court, however, completely 
reversed the Circuit Court, and not only 
sustains the actions. and rights of the trust 
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company, as well as claims for administra- 
tion fees and legal expenses, but also vin- 
dicates the trust company’s management in 
the proceedings in every respect. The price 
obtained for the Blanke beneficiary was far 
above any possible yield that could have 
secured at the time the option was 


been 
given. 
A review of the decision is presented in 
this issue of Trust CompPaANnIes, with the 
text necessarily curtailed because of its 
length. The ruling derives special signifi- 
cance in defining authority and rights of a 
trustee in regard to power of entering into 
option agreement for sale of doubtful trust 
estate assets when all other means of ob- 
taining fair value have been exhausted. 
°, 2°, ae 
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DEPARTMENT FOR CLEARING 
BOND COUPONS 


HE recent inauguration of special 
i facilities for the clearing of bond 
coupons by the New York Clearing 


House has proven so successful that the 
plan is bound to become general in appli- 
cation. The Clearing House Committee 
now has under consideration an extension 
of the clearing facilities to include maturing 
bonds. The innovation is especially ac- 
ceptable to trust companies which handle 
the bulk of coupon payments in New York. 
For the present the department is avail- 
able to member banks and trust companies 
only, but it is expected that other banks 
will also be admitted to the privilege. The 
plan eliminates duplication of messenger 
service and provides greater expedition 
and economy in handling large volumes of 
coupon payments 

An interesting bit of history has come to 
light in connection with the adoption of 
this clearing plan. An investigation of the 
records of the New York Chapter, American 
Institute of Banking, discloses that recom- 
mendations for a coupon clearing system 
were made to the New York Clearing House 
twenty- four years ago, by a committee of 
the Chapter members, including Leopold 
Fredericks, who is credited with being the 
originator of the idea. Mr. Fredericks was 
then employed as a clerk by the National 
City Bank and is now a director and treas- 
urer of the American Smelting and Refin- 
ing Company. 
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VITAL MATTERS OMITTED FROM 
A. B. A. RESOLUTIONS 


fe m@HE annual conventions of the Ameri- 
| can Bankers Association afford valu- 
able opportunity for bankers from all 
sections of the country to compare views, 
exchange experiences and appraise more 
accurately the currents of business and fi- 
nance. It is within the province of the 
Association to interpret the best judgment 
in a manner both virile and frankly for the 
guidance of bankers generally, in the reso- 
lutions adopted by the convention. 

The resolutions adopted at the recent 
convention in Los Angeles are admirable so 
far as they go; but they do not go far 
enough. They are glossary and evasive 
of some of the most vital questions of policy 
and management that are today uppermost 
in the minds of all bankers who are alert 
to their responsibilities. It is true that this 
country is enjoying a sustained period of 
prosperity, that profits in trade, industry 
and transportation are the largest ever 
and that wages are high, with employment 
for everybody. 

Every banker who has survived alternat- 
ing periods of prosperity and of depression, 
knows that the time for caution and con- 
servatism is most pronounced when the 
skies are apparently clear and rosy. He 
also knows that whenever bankers gather 
together at conventions there is a strong 
disinclination to avoid any public or au- 
thoritative utterance that might give cause 
for uneasiness or undermine public confi- 
dence. And yet there are occasions when 
this instinct is akin to that of the ostrich 
who buries his head in the sand when he 
scents danger. 

The American Bankers Association could 
render no greater service at this time to 
bankers and to their clients than to stress 
the fact that the sources of banking credit 
are too highly diluted, that banking assets 
are none too liquid; that too many banking 
dollars and too much banking credit is tied 
up in long-term obligations that might be- 
come embarrassing in the event of a reaction 
in business affairs which cannot always re- 
main at the present crest. Likewise, the 
American Bankers Association neglects an 
opportunity to exert wholesome influence 
by failing to direct attention to causes 
for bank failures; to tendencies contrary 
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to approved standards, such as the pay- 
ment of excessive interest on deposits 
in the face of increasing overhead 
costs_of conduct, and low yield on invest- 
ments and loanable funds. The matter of 
“free services’ in banking has reached a 
point that calls for vigorous and frank 
language. The practice of carrying un- 
profitable accounts is something for the 
American Bankers Association to take a de- 
termined stand upon, rather than something 
that receives only academic discussion at 
the Division meetings. Likewise the segre- 
gation of savings deposits with all types of 
banks now reaching out for such accounts, 
deserves mention at least in any resolutions 
that the Association may put forth. 

In the resolutions adopted at Los Angeles, 
attention is called to steadily declining 
level of commmodity prices and the adverse 
effect of such decline in reducing the income 
of farmers while farm wages continue high. 
Cooperative methods of marketing is ad- 
vocated as one of the means of farmer relief. 
The resolutions also urge employment of 
surplus funds in foreign investments which 
give evidence of being soundly conceived 
The policy of the 


and safely secured. 
national government in dealing with foreign 
governmental debts is approved. 


* ~ 
oY % 


BANKERS’ PLAN FOR RAILROAD 
CONSOLIDATION 


HE special committee of the American 
Bankers Association, headed by John 
G. Lonsdale, which was appointed to 
make a comprehensive study of railroad 
consolidation, has presented a report which 
must commend itself and should receive 
the unqualified approval of banking, busi- 
ness and commercial interests 6f the coun- 
try. The committee approaches the prob- 
lem from the economic rather than political 
standpoints, tracing the progress and neces- 
sities of national tramsportation as governed 
by evolutionary and natural factors which 
should not be violated by compulsory or 
arbitrary dictations. Earning capacity 
and approved methods of financing to 
enable railroads to obtain the n&cued sinews 
for expansion receive special attention in 
the report which is published in this issue 
of Trust COMPANIES. 
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DECISION ON POWER TO REVOKE 
TRUST 


N interesting decision was handed 
down recently by the U. S. District 

Court of New York in the case of 
the Farmers’ Loan & Trust Company vs. 
Bowers, involving estate of Viscount Wm. 
Waldorf Astor, determining retroactive effect 
of inheritance tax on the residue of trust 
estate where the donor retains power over 
trustee sufficient to compel the trustee to 
assent to modification of trust deed at 
any time. The testator, in 1916, trans- 
ferred personal property to a trust com- 
pany under a trust deed providing that the 
trust company should invest and reinvest 
the property and pay the income to one or 
more of the testator’s issue, the wife or 
husband of such issue or to any charity or 
charities which the testator might by a 
subsequent instrument direct. The deed 


provided that upon testator’s death the 
trustee should distribute the principal then 
in its hands to testator’s issue as the testator 
by his will might direct, and in the absence 
of such direction, to his issue surviving, in 


equal shares. 

The deed further provided that the 
testator, with the written consent of the 
trustee, which consent the trustee had 
absolute discretion to grant or withhold, 
might modify or revoke the trust. The 
deed also provided that the testator could 
at any time remove the trustee and appoint 
another. In July, 1916, the testator 
directed how the income should be paid. 
In September, 1916, the Federal Inheritance 
Tax was enacted. Thereafter the testator 
modified the terms of the trust to provide 
for the payment out of the trust fund of all 
taxes, if any, payable by reason of his 
death in respect of the trust fund and also 
modified the provisions as to distribution 
after his death. After the testator’s death, 
under the 1918 Inheritance Tax Law, a tax 
was imposed on the tryst fund which was 
paid by the trustee. In an action by the 
trustee to recover the tax so paid the ques- 
ons arose whether the trusts were so in- 
tended to take effect after death under Sec- 
tion 402 c° the 1918 Act as to make the tax 
thereon valid, and whether the law could 
have a retroactive effect. 

The Court held that the amount of the 
tax could not be recovered. The bene- 
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ficiaries of the remainders created by the 
trusts set up by the testator had until his 
death no more than the expectancy of 
possession and enjoyment, since the testator 
retained complete power of the disposition 
of the property and its usufruct subject to 
the possibility that the trustee might not 
assent to such change in the trust as the 
testator might wish to make. In view of the 
facts that the testator had absolute power 
to remove the trustee and substitute another 
and that in each case where the testator 
wished to change the terms of the trust the 
trustee gave its assent, the likelihood of the 
trustee’s preventing the testator’s complete 
dominion over the trust property was more 
apparent than real. When the founder of a 
trust reserves such control over the trust 
property the remainders created are so 
ambulatory as to render them testamentary 
in character and includable within the tax 
liability of the estate of the decedent whose 
death gave them finality. The retroactive 
character of the statute was valid. 

The decision insofar as it is based upon 
the power to revoke is not in keeping with 
the New York decisions under a similar law. 
The New York decisions are that the power 
to revoke does not affect the vesting of 
the property in the donee or beneficiaries 
of a trust. This was held by the Court of 
Appeals in the Matter of Bowers, 231 N. Y. 
613, affirming 195 App. Div. 548. In this 
case the power to revoke was dependent 
upon the consent of the trustees also. Estate 
of Andrew Carnegie, 236 N. Y. 517, affirm- 
ing 203 App. Div. 91, was to the same effect. 
This is also the doctrine in Illinois; see 
People vs. Northern Trust Company, 289 
Ill., 475; and in Pennsylvania as decided 
in re Dolan’s Estate, 279 Pa. 582. 

The United States Supreme Court had 
held in an old case in 1879 of Jones vs. 
Clifton, 101 U. S. 225, that a “‘reservation of 
a power of revocation or appointment to 
other uses does not impair the validity or 
efficiency of conveyance in transferring 
the property * * *, to hold until such 
power shall be executed; * * *. Sucha 
power does not, in the event of his bank- 
ruptcy, pass to his assignee.” 

The decision of the Court in the Astor 
Trust will be appealed to the United 
States Circuit Court of Appeals. 





392 TRUST 


ACHIEVEMENTS OF THE TRUST 
COMPANY DIVISION 


fa py HIRTY years have flown by since Mr. 
iT Breckinridge Jones and a number of 
broad-visioned trust company men 
conceived and launched the Trust Company 
Division of the American Bankers Associa- 
tion, as the pioneer effort in constructive 
cooperation. The record of achievement 
to the credit of this organization was made 
the subject of an illuminating address by 
President Francis H. Sisson at the recent 
annual meeting of the Trust Company 
Division, held in Los Angeles. He con- 
trasted the status of trust companies thirty 
years ago with the broad fields of service 
and the influential position occupied by 
trust companies today in the economic and 
financial life of the nation. Incidentally, 
the record of Trust Company Division ac- 
tivity and accomplishment during the term 
of President Sisson’s administration will 
also stand out as one of the most conspicuous 
in the history of the organization 
It may also be of interest to recall that 
up to 1904, or eight years after the estab- 


lishment of the Trust Company Division, 
there was little literature available regard- 


ing trust company operations. As one of 
the organizers of the Division remarked: 
“Up to the time that Trust ComMPANIES 
Magazine made its appearance in 1904, there 
were not 50 pages of printed matter on the 
subject of the corporate fiduciary.” Since 
then the library of standard and current 
literature on the many phases of trust com- 
pany and fiduciary operation has been 
steadily augmented and today meets the 
requirements of workers as well as students 
in this field. 

Many chapters would be necessary to 
describe even the salient accomplishments 
of cooperation under the aegis of the Trust 
Company Division, notably as regards the 
cultivation of sound relations with members 
of the legal profession, the establishment 
of Community Trusts after the original 
model by the late Judge Goff; the diligence 
with which fiduciary interests have been 
advanced and protected in matters of fed- 
eral tax and state legislation; in the de- 
velopment of public education, increased 
efficiency in staff relations, standardization 
of charges for trust services, research work, 
and, more recently, the stimulation of life 
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insurance trusts by cooperation with life 
insurance underwriters. 

Unquestionably the most important de- 
velopment in cooperative effort during re- 
cent years, has been the establishment of 
Corporate Fiduciary Associations and the 
conduct of regional trust conferences. 
Through these agencies the trust company 
people and officers of banks which have 
acquired trust powers, have been enabled 
to approach their special problems in a more 
direct fashion than possible through any 
national organization. 

a de & 
TRUST COMPANY RESOURCES 
OVER NINETEEN BILLIONS 


HIRTY years ago there were but 242 
trust companies in the United States, 
with resources of less than a billion 
dollars. The latest compilation, based 
upon advance report of the 1926 edition 
of ““Trust Companies of the United States,” 
published by the U. S. Mortgage & Trust 
Company of New York, shows that trust 
companies are approaching the 3,000 mark 
in numbers and have combined resources of 
well over $19,000,000,000, with deposits of 
over $16,000,000,000, representing a gain of 
$900,000,000 over the June 30, 1925, returns. 
New York trust companies gained $260,- 
000,000 in resources during the year, cross- 
ing the five billion mark and commanding 
more than one quarter of the aggregate re- 
sources of the trust companies of the coun- 
try. Pennsylvania trust companies main- 
tain second place with resources of $2,- 
270,000,000. Illinois trust companies, for 
the first time, enter the two billion class 
and New Jersey trust companies now pass 
the billion mark, with a gain of over one 
hundred millions during the past year. 
California is second only to New York in 
point of gain, with $160,000,000 added 
during the year, making total of $1,800,- 
000,000. Ohio also registered important 
gains making aggregate of $1,500,000,000. 
While official figures of fiduciary holdings 
of trust companies are not available, it is 
quite likely that individual trustsand agency 
accounts are now close to twenty billions. 
eo ¢ 
The second Mid-Continent Fiduciary Con- 
ference, under auspices of the American 
Bankers Association, will be held at Omaha 
on Dec. 6th and 7th. 





TRUST 


THE PASSING OF FREDERICK 
VIERLING 


HE trust company fraternity lost one 
of its outstanding personalities and 

one of its most beloved members 
when the Grim Reaper recently claimed 
Frederick Vierling, the vice-president and 
trust officer of the Mississippi Valley Trust 
Company of St. Louis. The knowledge of 
his sudden and unexpected death comes as 
a shock to all those who attended the latest 
trust conferences in New York and St. 
Louis, at which his voice was heard in mas- 
terful discussion of trust problems which 
characterized his every appearance at these 
assemblies. To those who have been asso- 
ciated with him his influence must remain 
as a source of inspiration. 

Quiet and retiring in demeanor, there was 
nevertheless an ardent and authoritative ac- 
cent in his championship for the highest 
ideals of service, duty and proficiency in 
trust administration which made him a com- 
manding figure in the trust company field. 
To him trust work was something sacred, 
demanding not only conscientious devotion 


to details and technique, but an unfailing 
sense of obligation and of humanity toward 
those whose affairs was entrusted to his 


care. He was the type of trust officer who 
had ideals and who sought to interpret such 
ideals in his tasks down to the last detail. 
In debate he showed a rare conversance 
with the law as well as the accountancy of 
fiduciary administration. His words were 
fraught with wisdom and maturity of ex- 
perience, and he was never chary of giving 
to others the benefit of what he learned. 
In his address at the St. Louis trust confer- 
ence last spring he showed that he was not 
afraid to make frank confession of experi- 
ences that pointed to others the way to 
avoid mistakes or unforeseen liabilities in 
carrying on the involved and multifarious 
responsibilities encountered in trust depart- 
ment operation. In the death of Frederick 
Vierling, one of the noblest characters ever 
engaged in trust work has passed on to 
eternity. He was truly an “ideal trust 
officer” and held high the torch which must 
be carried on from falling hands by the 
living. We shall hear his voice no more, 
but his influence will remain in the hearts 
and minds of all those imbued with the lofty 
impulses of service in trusteeship. 
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NEW WRINKLES IN BANKING 
ESPITE the heavy burden of over- 
1D) head and the widespread demand for 
elimination of unprofitable business 
in banking, there are any number of geniuses 
in the game who are searching for new- 
fangled kinds of ‘‘free service’ to attract 
sophisticated depositors. A bank was re- 
cently opened on the East Side in New 
York with hundreds of couples dancing to 
the tune of ‘“The Sidewalks of New York,” 
while a flaming legend on the windows of 
the bank announced that “free shower 
baths” were on tap for both customers and 
employees, perhaps on the theory of hav- 
ing clients “come across clean.’ Another 
bank in New Jersey recently announced 
that it will purchase commutation tickets. 
Not so many years ago, there was reason 
for the complaint that banking dignity 
“bent over backwards” and that more of 
the “human touch” was needed. Today 
we are in danger of going to the other ex- 
treme, robbing one of the most honorable 
of vocations of the attributes that cannot 
be fused with circus sideshow tactics. 


JOHN J. MITCHELL 


President of the Illinois Merchants Trust Company of 

Chicago, who has recovered from a serious illness and 

recentiy returned to his desk where he received the felici- 
tations of associates and numerous friends 
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RULING ON CORPORATE 
TRUSTEESHIP 

RULING having an important bear- 
ing upon corporate trusteeships was 

made by Federal Judge James H. 
Wilkerson of the District Court of the 
United States at Chicago in connection with 
the St. Paul railroad foreclosure when, in a 
recent decision, he found that the Guaranty 
Trust Company of New York, as trustee 
of the general and refunding mortgage of 
the railroad, did not disqualify itself to 
continue to act as trustee in the foreclosure 
by accepting an appointment to act also as 
depositary for the same bonds. 

The application of the Edwin C. Jameson 
committee of minority bondholders to 
intervene in the foreclosure proceedings 
charged, among other things, that the 
trustee of the mortgage was acting as a 
depositary under the deposit agreement of 
the Bondholders Committee under which a 
majority of the bonds had been deposited, 
was therefore disqualified to act as trustee. 
The Court ruled that “‘there is nothing in 
these facts showing disqualification or 
unfairness of the trustee.” 


In the same opinion, the Court again 
emphasized the fairness of the decree of 
foreclosure obtained by the trustees in its 
provisions for protecting the rights of 


minority bondholders. “The fact that a 
majority of the bondholders have joined 
in a reorganization plan,” the Court said, 
“does not strip them of their rights under 
the mortgages and indentures to control 
the acts of the trustees with reference to the 
foreclosure proceedings. The trustees in 
this case have obtained a decree in which 
the right of the minority bondholders to 
be heard upon the acceptance of bids and 
the approval of the plan is fully protected. 
To a very high degree the trustees have 
acted in the interest of all the bondholders, 
giving due effect to the terms of the mort- 
gages and indentures which are binding 
upon trustees and all bondholders alike.” 
oo > 

Organization of a Trust Development 
Division at the recent annual convention of 
the Financial Advertisers Association, which 
is described elsewhere in this issue, marks 
an important advance in developing effec- 
tive methods as well as approved standards, 
as regards solicitation and publicity. 
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ATTITUDE OF NEW YORK BANKS 
ON BRANCH BANKING 


HE attitude of the banks and trust 
companies of the state of New York 
on the involved question of branch 
banking legislation was expressed in a set 
of resolutions adopted by the Council of 
Administration of the New York State 
Bankers Association, which were forwarded 
to the annual convention of the American 
Bankers Association at Los Angeles. In 
the preamble it is urged that banking in- 
terests of the country should be united and 
harmonious on matters of mutual interest, 
that equal privileges and opportunities 
should be accorded to all classes of banking 
institutions; that the question of branches 
within the limit of a city should be a state 
and local proposition; that there are cir- 
cumstances under which a branch bank 
will give an outlying section of a city the 
best banking facilities and that there should 
be no discrimination between federal and 
state chartered banks and trust companies 
as members of the Federal Reserve System. 
The resolution calls upon members of the 
American Bankers Association to adjust 
their differences regarding the branch bank 
question among themselves so as to pre- 
sent a united front to Congress and that if 
it is necessary to secure such united action, 
the bankers should favor a modification of 
the McFadden Bill so as to permit branches 
within the limits of a city in those states 
which may later give permission to their 
state banks and trust companies without 
forfeiting Reserve membership. 


2, 2, ? 
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PACIFIC COAST TRUST 
CONFERENCE 


N this issue of Trust COMPANIES 
appear the papers which were pre- 

sented at the recent Fourth Regional 
Pacific Coast Trust Conference held at Los 
Angeles. They afford instructive reading 
for all these engaged in trust department 
work on subjects of current and live interest. 
Among the topics discussed were such as 
trust department earnings; solicitation of 
wills and trust business; ideal organization 
of trust department personnel; holding non- 
legal investments in trusts; escrow practice; 
coordination with the legal profession; re- 
quirements in accepting living trusts, etc 














THE LAW AND THE TRUSTEE 


EVOLUTION OF LEGAL SANCTIONS AND SAFEGUARDS GOVERNING 
FIDUCIARY ADMINISTRATION 


JUDGE WILLIAM H. WASTE 
Chief Justice of the Supreme Court of California 


(Epitor’s Note: Judge Waste traces briefly the history of trusteeship and the de- 
velopment of well established principles of equitable and legal cognizance which have 


become applicable in a multitude of fiduciary relationships. 
doctrine of law governing the obligations of trustees toward beneficiaries. 


He discusses especially the 
Without at- 


tempting to compare individual and corporate administration, Judge Waste nevertheless 


expresses faith in the growing acceptance of corporate trusteeship. 


“Just how rapid will 


be the further development of the trust relation when assumed by corporate trustees,” 


he says, “will depend upon the fidelity with which the trusts are administered.” 


Follow- 


ing is the paper presented by the Chief Justice of the Supreme Court of California at 


the recent annual meeting of the Trust Company Division of the American 


Association. ) 


HILE the dominant feature of this 

paper will be a somewhat brief dis- 

cussion of the fundamental prin- 
ciples underlying the relation of trustee and 
cestui que trust, it will be interesting, and, 
I hope, not without some benefit to the dis- 
cussion, to review for a moment the history 
of the development of trusts. 


History of Trusts 

As a general proposition, everyone com- 
petent to enter into a contract, or make a 
will, or deal with the legal title of property, 
may make such disposition of it as he 
pleases. He may annex such conditions and 
limitations to its enjoyment as he sees fit, 
and he may vest it in trustees for the purpose 
of carrying out his intentions. In the earlier 
states of society, the rules that governed the 
ownership, disposition and use of property 
were simple and of easy application. But, 
with the development of states and accumu- 
lation of property, and as business and re- 
lations of life became more complex, the 
rules of law which the new complications 
demanded became themselves complicated, 
and sometimes difficult to understand and 
apply. 

It was out of these complications that the 
law, doctrine, and learning of trusts slowly 
and gradually developed, until we now recog- 
nize and apply to the multitude of relations, 
duties and responsibilities arising out of the 
trust relation, certain definite and well- 
established principles of equitable and legal 
cognizance which have become almost axi- 
omatie in their application. 


Bankers 


Trusts, in the general sense that they are 
obligations upon arising out of a 
personal confidence reposed to apply property 
faithfully and according to such confidence, 
were first defined and reduced to practice 
under the jurisdiction of courts by the Rom- 
Under the fidei commissum of the civil 
law, the beneficary could rely only upon the 


persons 


ans. 


Hon. WM. H. WASTE 
Chief Justice of the Supreme Court of California 
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personal inclination, integrity and good faith 


of the person trusted. He had only an 
equitable, moral claim or right but no legal 
remedy by which he could compel a _ per- 
formance of the commission. It was under 
these circumstances that the Emperor <Au- 
gustus directed the consuls to interpose 
their authority and compel the execution of 
such trusts. Finally, a praetor was appointed 
who had jurisdiction over all fidei commissa 
and full power to give adequate relief in all 
proper cases. 


Development Under Common Law 

The story of the origin and development 
of trusts under the common law, which forms 
the essential basis for so much of our own 
rules of conduct, is most interesting. It is 
entertainingly epitomized by Mr. Lewin in his 
work on “Trusts and Trustees” where, in the 
opening sentences of his treatise, he says 
that the adaptation of trusts to the English 
law “may be traced to the ingenuity of fraud. 
By the interposition of a trustee,’ he says, 
“the debtor thought to withdraw his property 
out of the reach of his creditor, the free- 
holder to intercept the fruits of tenure from 
the lord of whom the lands were held, and 
the body ecclesiastic to evade the restrictions 
directed against the growing wealth of the 
church by the statutes of mortmain. 

“Another inducement to the adoption of the 
new system was the natural anxiety of man- 
kind to acquire that free power of alienation 
and settlement of their estates which, by the 
narrow policy of the common law, they had 
hitherto been prevented from exercising. 
Originally the only pledge for the due execu- 
tion of the trust was the faith and integrity 
of the trustee but the mere feeling of honor 
proving, as was likely when opposed to self- 
interest, an extremely precarious security,” 
there was originated the writ of subpoena, by 
which the trustee was liable to be summoned 
into chancery and compelled to answer on 
oath the allegations of the beneficiary of the 
trust. Thus, in the words of an old coun- 
selor, “the parents of the trust law were 
Fraud and Fear and a Court of Conscience 
was the Nurse.”’ 


Statutory Tendencies in This Country 


The manifold frauds and mischiefs to which 
the new system gave occasion made neces- 
sary the enactment of remedial statutes. Some 
of these occasioned greater evils and hard- 
ships than they remedied. It was necessary 
during the development of the system both 
to establish and to explode a vast number of 
distinctions and subtleties. It would not be 
profitable to follow these in this discussion 
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for many of them never obtained a foothold in 
America. While common-law rules of pro- 
cedure and construction still exist in some of 
the states, the tendency in this country has 
been toward the adoption of statutes having 
for their purposes the avoidance of the “in- 
tricacies, frauds and concealments” which 
were possible under the old system of uses 
and trusts. 

The purpose of these statutory enact- 
ments, said the Supreme Court of California, 
following the rule laid down by New York, 
“is clearly to confine the trusts within very 
narrow limits and to allow them only in a 
few instances where they might be specially 
used to subserve proper and necessary pur- 
poses.”” While the court was there speak- 
ing of trusts in relation to real property, I 
have quoted its language as aptly showing 
the development of the doctrine and the law 
applicable to and governing the whole sub- 
ject. Conceived as it were in inequity, trusts 
and trust relations have come down to the 
present through the mutations of time so 
influenced and molded by the processes of 
gradual development as to now be regarded 
with the greatest favor. 


Jurisprudence Relating to Trusts 


While the administration of trusts may be 
said generally to fall within the cognizance 
of the equity side of the courts, the rules 
limiting the purposes for which trusts may 
be created, governing the conduct of business 
and determining the scope and extent of 
their powers have become rules of law as 
well. Although it has been said that “the 
trustee is the favorite child of equity” I will 
not attempt nice distinctions between equit- 
able principles and legal rules in their re- 
lation to the subject at hand. The juris- 
prudence relating to trusts is extremely com- 
prehensive in its scope, the ramifications of 
the subject penetrating well-nigh every branch 
of the law which has to do with the contrac- 
tual relations and the enforcement of con- 
tractual rights. Both law and equity require 
of the trustee the highest degree of good 
faith and impose on him a large degree of re- 
sponsibility. As one of the courts has said, “‘the 
fundamental principle of the relation of trustee 
and cestui que trust is that of confidence.” As 
was concisely stated very recently by the 
executive vice-president of a large trust in- 
stitution in this state, “the law recognizes 
the great amount of confidence imposed in a 
trustee, the responsibilities he assumes in 
the management of property and for the care 
and protection of the beneficlaries of trusts 
and therefore throws its protecting arms 
around the trustee and at the same time 
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holds him to the highest degree of account- 
ancy.”’ 

In law, the trustee is regarded as the 
absolute owner of the land or fund entrusted 
to him and he may therefore exercise control 
and dominion over it; but equity, which re- 
gards the trustee as a mere instrument for 
the execution of the trust will not permit the 
interest of the cestui que trust to be affected 
by any act of misconduct on the part of the 
trustee. Certain familiar provisions of code 
law which have developed out of the appli- 
cation of the maxims of equity and which are 
but a codification of equitable principles, well 
illustrate the high estate of the trustee and 
the law’s jealous guardianship of the in- 
terests of the beneficiary under the trust. 
“In all matters connected with his trust, a 
trustee is bound to act in the highest good 
faith toward his beneficiary and may not ob- 
tain any advantage therein over the latter 
by the slightest misrepresentation, conceal- 
ment, threat or adverse pressure of any kind.” 

Trustee and Beneficiary 

Transactions between the trustee and the 
beneficiary are subject to rigid scrutiny and 
are voidable at the instance of the beneficiary 
for any violation of duty by the trustee. For 
the reason that it is against public policy to 
permit persons occupying fiduciary relations 
to be placed in such a position that the in- 
fluence of selfish motives may be a temptation 
so great as to overpower their duty and lead 
them to a betrayal of their trust, the courts 
hold the rule to be unyielding that a trustee 
shall not under any circumstances be allowed 
to have any dealings in the trust property 
with himself or acquire any interest therein. 
So strictly is this principle adhered to that 
courts will not permit any investigation into 
the fairness or unfairness of the transaction, 
nor allow the trustee to show that the deal- 
ing was for the best interest of the beneficiary 
but will set the transaction aside at the mere 
option of the cestui que trust. 

It may sometimes happen that the terms 
on which a trustee has dealt or attempted 
to deal, with the estate or interests of those 
for whom he is trustee have been as good as 
could be obtained from any other person; 
they may even at the time have been better 
but so inflexible is the rule that no inquiry 
on that subject is permitted. “A trustee 
may not use or deal with the trust property 
for his own profit, or for any other purpose 
unconnected with the trust, in any manner.” 
Strict fidelity is required of the trustee and 
he will not be allowed to manage property 
entrusted to him, or speculate with it for 
his own benefit or profit and to the injury 
or prejudice of the beneficiary. 
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With certain exceptions, “neither a trustee 
nor any of his agents may take part in any 
transaction ccncerning the trust in which he 
or any one for whom he acts as agent has an 
interest, present or contingent, adverse to 
that of the beneficiary.’ The exceptions 
are predicated on knowledge, and absence 
of undue influence, in the case of the bene- 
ficiaries having capacity to act, and consent 
of a competent court, in the case of those 
not having such capacity. The relations be- 
tween the trustee and the beneficiary are 
of such highly confidential nature that the 
former “may not use the influence which his 
position gives him to obtain any advantage 
from” the latter. As one court has said, 
the trustee may “not put himself in position 
in which to be honest must strain on 
him.” 


be a 


Obligations of Trusteeship 


“No trustee, so long as he remains in the 
trust, may undertake another trust adverse 
in its nature to the interest of his 
beneficiary in the subject of the trust, without 
the consent of the latter.” 
any interest, or becomes charged with any 
duty, adverse to the interest of his bene- 
ficiary in the subject of the trust, he must 
immediately inform the latter thereof, and 
may at once be removed.” 


If he “acquires 


All transactions between a trustee and his 
beneficiary during the existence of the trust, 
or while the influence acquired by the trustee 
remains, by which he obtains any advantage 
from his beneficiary, are presumed to be en- 
tered into by the latter without sufficient 
consideration, and under undue influence.” 
This does no mean that a trustee may not, 
under any circumstances, deal with his bene- 
ficiary. But if he does deal with him in such 
manner as to obtain an advantage, the burden 
of showing that the transaction was fair is 
cast upon the trustee. 

“A trustee who willfully and unnecessarily 
mingles the trust property with his own, so as 
to constitute himself in appearance its abso- 
lute owner, is liable for its safety in all 
events, and for the value of its use.” <A 
trust fund wrongfully converted into another 
species of property will be held in its new 
form liable to the rights of the cestui que 
trust, where its identity can be traced. If 
the fund is so mingled with and absorbed 
into property of the trustee as to be no longer 
capable of identification, and the beneficiary 
cannot follow it, he has the right of a gen- 
eral creditor against the trustee, and his 
estate in the event of the latter’s death. A 
trustee who uses the trust property for his 
own profit, or for a purpose not connected 
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with the trust, “may, at the option of the 
beneficiary, be required to account for all 
profits so made, or to pay the value of its 
use, and, if he has disposed thereof, to replace 
it, with its fruits, or to account for the pro- 
ceeds, with interest.” 

“A trustee is responsible for the wrong- 
ful acts of a co-trustee to which he consented, 
or which, by his negligence, he enabled the 
latter to commit, but for no others.” Each 
trustee must make himself acquainted with 
the fund committed to his care, and should 
examine into its condition and investment. 
When, by his negligence, he suffers his co- 
trustee to waste and dissipate the trust 
property when he has the means of pre- 
venting it by proper care, he is liable to the 
beneficiary for the estate thus wasted. 

For the concise statement of the obligations 
of trustees to the beneficiaries under the 
trusts administered by them, I am indebted 
to the Civil Code of my own State. Some of 
the comments which I have made, by way 
of application of the rules just cited, are 
based on the decisions of the courts of 
this and other jurisdictions, where the prin- 
ciples of the common law find expression in 
code and statute enactments, which follow 
the doctrine relating to trusts generally ac- 
cepted in this country. 


Development of Trust Companies 

The relation between the trustee and the 
beneficiary has, until within a comparatively 
recent time, been garded as essentially 
personal, for the reason that the trustee was 
always an individual. During the last century 
another, and an entirely new feature has 
come to be regarded, one which has a direct 
relation to the interests represented in this 
Convention. 

The idea of “Trust Companies,” function- 
ing in fiduciary capacities, is a little over one 
hundred years old. 

The first announcement of the assumption 
by corporations of trusteeship is said to have 
been contained in a New York paper appear- 
ing in 1822. We are now told that there are 
more than twenty-seven hundred trust com- 
panies in the United States. In addition to 
this number, many state and national banks 
have fiduciary powers, and carry on a trust 
business. The right of banks to do a trust 
business, sometimes questioned, has been 
definitely upheld by the decisions of the high- 
est State and Federal courts. The supreme 
Court of the United States has held that 
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Congress has power to endow national banks 
with functions both of a public and private 
character, and that it may, therefore, permit 
national banks applying therefor, when not 
in contravention of state or local laws, to act 
as trustees. Domestic trust companies formed 
under state laws and complying with pre- 
scribed regulations, may, if their articles of 
incorporation empower them to do so, carry 
on within the state the business of acting as 
trustees in any of the capacities mentioned 
in the local statutes. 


Qualifying in ‘‘Foreign’’ States 

Many of the states permit foreign trust 
companies, those formed in other states, to 
enter their borders and do a 
but, whether domestic or foreign, they are 
regarded as proper and legitimate subjects 
of legislative regulation by the state in the 
exercise of its police power. In a few of the 
states, trust companies formed in other jur- 
isdictions are not permitted to act as trustees. 
State legislatures have sometimes classed 
banks and trust companies in the same cate- 
gory for the purpose of regulation and in 
specifying what kinds of corporations come 
within the purview of their regulatory en- 
actments, have used the word “bank” to mean 
not only any incorporated banking institution 
which shall have been created to conduct 
the business of receiving money on deposit, 


like business ; 


but also such corporations as are permitted 
by the act to carry on business which has, 
by the trend of common understanding and 
opinion, come to be regarded as being ap- 
propriate and relevant to the banking busi- 
ness, functions which in the judgment of the 
legislature, make the business of the banks 
more successful. 

It is not my province here to discuss the 
advantages of corporate, rather than indiv- 
idual trustees. and human enter- 
prises follow the natural course of evolution. 
There is every reason to believe that the 
growth of trust companies will continue on 
an increasing scale. Just how rapid will 
be the further development of the trust re- 
lation when assumed by corporate trustees, 
will depend upon the fidelity with which 
the trusts are administered. Those trust 
companies serve themselves best and make 
the greatest contribution to the advancement 
of the common cause which hold steadfastly 
to the theory that the fundamental principle 
underlying the relation of trustee and cestui 
que trust is confidence. 
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TRUST DEPARTMENT EARNINGS 


ADEQUATE FEES AND PRACTICAL SYSTEMS OF 
COST ACCOUNTING AND ALLOCATION 


JOHN C. MECHEM 
Vice-President, First Trust and Savings Bank, Chicago, Ill. 


(EpiTor’s NOTE: 


The following paper was one of the most instructive and valuable 
contributions to the recent Fourth Regional Pacific Coast Trust Conference. 


The practi- 


cal suggestions as to methods of accounting and acceptance of trust business to yield fair 
return are based upon a highly organized system which has been developed by the First 
Trust and Savings Bank of Chicago, which comprehends proper allocation of overhead, 
analysis, coordination in developing new business and true ascertainment of expenses. 
In conclusion Mr. Mechem urged a uniform system of cost accounting, enabling inter- 
change of experience and insistence upon a fixed and publicly known schedule of fees.) 


HE trust business is new—as_ busi- 
nesses go—its future is unlimited—its 
possibilities undeveloped. Where are 

we, who run trust departments, steering 

them? Where are we really destined to go? 

Or to reduce those questions to the terms 

of my subject—what kind of a profit are 

we now getting—what kind of a profit are 
we entitled to? 

To begin with—what is a profit? Webster 
defines it both as “the excess of income over 
expenditure during a given period of time” 
and “useful consequences” or “valuable re- 
sults.” It is rather in this latter meaning 
that I choose to discuss it today. The prof- 
its of a trust department rightly considered 
are of three kinds. 

1. Benefits to the public which it serves. 

2. Advantages to the other departments of 
the institution with which it is affiliated. 

3. Financial gains to the stockholders 

whose instrument it is. 


Financial Return Not the Sole Objective 

A good trust department can no more look 
solely at the question of financial return 
than a distinguished attorney can look solely 
at his fees—true it must see them—but it 
must also look beyond them. A trust com- 
pany is a corporation organized for profit, 
but it is also a business touched with a very 
definite public interest. Fortunately, most 
of the directing officers of our trust com- 
panies are lawyers—and they bring to the 
trust company business that professional 
point of view which is so necessary if we 
are to render to the public the service which 
we are capable of rendering, which it is our 
duty to perform, and which the public are 


fully justified in demanding. And so we see 
as our first profit, a benefit to our public, 
and as the just result thereof, a public con- 
fidence, not only in one particular institu- 
tion, but an ever-increasing public confidence 
in trust companies in general. 

Our second profit is the advantages of the 
trust department to the other departments 
of the institution—and this, unfortunately, 
is a rock upon which many a good depart- 
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ment is being split asunder—for while it is 
the duty of every such department to con- 
tribute its part to the good will of the bank 
as a whole—and to generously assist the 
other departments in their respective func- 
tions, we all know how easy it is to allow 
this profit—laudable and -proper..as it is— 
to obscure, if not to completely obliterate the 
money profit. 

I state this as a positive profit, and it is 
a profit—within proper limits a very great 
profit, but it is a profit which has to be con- 
stantly guarded against rather than encour- 
aged—lest it be the only profit. 

How often do we hear it said, “Our trust 
department doesn’t make much money, but 
we contribute a lot to the general service 
and good will of the bank.” And how often 
do we know this to be true even if it isn’t 
so frankly admitted. How frequently do we 
see a trust department that is a mere catch- 
all department to which any problem is sent 
which does not obviously fit into the terri- 
tory of some other department. And we are 
not always to blame for it—for many an in- 
stitution has put in a trust department with- 
out any very definite idea or even hope— 
that it can be made independently profitable. 


Inauguration of Trust Department 

We all know that for many years the bene- 
fits of trust company service were little un- 
derstood by the general public. It has been 
my impression that the inauguration of a 
trust department by many of the banks, par- 
ticularly in the larger financial centers, was 
forced upon them by the demands of their 
customers for that particular service, and 
since the commercial officers were neither 
familiar with the work, nor trained to han- 
dle it, a separate department was formed. 

It is also my impression that in many in- 
stances the trust department was very frank- 
ly organized simply as a service department, 
and that it was not the intention to put it 
on a sound profit and loss basis, the theory 
being that the expenses of the department 
would be more than compensated for by fur- 
ther strengthening the relation of the cus- 
tomer with the various other divisions of the 
commercial bank. 

These ideas are, fortunately, nearly obso- 
lete and certainly do not generally exist 
among those who are actually in charge of 
such departments. 

But how naturally do our customers seem 
to feel—encouraged sometimes, I am sorry 
to say by officers of other departments, that 
the trust department should do things for 
nothing. Has anything like this ever reached 
your ears—"This is just a simple escrow— 
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there won't be any work attached to it and 
I have been a customer of your commercial 
department for twenty years—I didn’t ex- 
pect you would make any charge for it.”— 
Or “I am a good customer of the bond de- 
partment—I wish you would have your ap- 
praiser go out and look at this property so 
I will know I am not getting stung.” 

We must educate our customers and our 
fellow officers to realize that the trust de- 
partment is entitled to a reasonable profit 
on the service which it renders and that it 
is not to be considered a dumping ground 
for unprofitable business, or a department 
whose sole function is to serve for nothing 
the customers of the other departments. 

With the belief that the advantage to 
other departments is a real profit—but a 
profit which should be kept down to the 
lowest possible point consistent with reten- 
tion of institutional good will, and with the 
knowledge that a trust department should be 
and can be a dignified, independent, and self 
supporting unit, let us pass on to the profit 
in which we are most vitally interested—the 
cash profit at the end of the year resulting 
from the operations of the department. 


A True Record of Profit 

First of all, it is essential that we 
set up a system of record keeping which will 
disclose the true situation—in dollars and 
cents—in black or red as the case may be— 
the true profit which the trust department 
as an entity is making—separate and apart 
from the other profits we have been talking 
about—distinct from any public benefit or 
institutional good will. I know of no sub- 
ject on which there is greater divergence 
in principal and in practice than in the 
charges made against a trust department— 
and none on which there is greater ignorance, 
than the true profits of the department. I 
firmly believe that there are many trust de- 
partments which do not know whether they 
are making money or losing it. I am not 
an accountant and I do not intend to go 
into the details of trust department book- 
keeping. The point I wish to make is the 
necessity of setting up a proper profit and 
loss statement. 

Assuming that the trust department is to 
be considered as a self-sustaining and income 
producing unit, it necessarily follows that it 
should be charged not only with its own 
actual expenses, but also a proper allocation 
of the overhead of the bank as a whole. The 
direct expenses of the department are easily 
ascertainable. Its strictly departmental sala- 
ries—its supplies—its rent—its light and 
heat are easy to calculate. 
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The difficulty comes with the allocation 
of the items of general overhead and with 
expenses common to two or more depart- 
ments—directors’ fees—salaries of the chair- 
man of the board, the. president and general 
vice-presidents and general officers whose du- 
ties affect the entire bank—institutional con- 
tributions, institutional advertising, etc. It 
is easy to minimize the importance of this 
and to say that so long as the bank as a 
whole makes a profit it is a waste of time 
to analyze these items—and while obviously 
it may be carried to a ridiculous extent, suit- 
able and equitable adjustment of these items, 
not only enables the officers in charge of the 
departments to know exactly what they are 
doing—but it encourages friendly rivalry 
among departments and gives the officers 
and employees a sense of fair treatment 
without which a good institutional morale is 
impossible. How then are these to be di- 
vided? Which items are to be considered 
general overhead, and how are they to be 
allocated between departments. There is a 
library of literature on this subject and I 
desire to enter into no controversial discus- 
sion about it. 


General Overhead 


Merely as an example, however, in our 
shop the following expenses are included in 
the general overhead of the bank as a whole. 

1. Contributions. 

2. Stationery and supplies other than that 
actually used by separate departments and 
other than stamped envelopes and letter 
heads. 

3. Legal department. 

4. Night watchmen, 
Pinkerton control. 

5. Directors fees. 

6. Convention expenses of certain senior 
officers. 


burglar 


alarm and 


7. Clearing House and association dues. 

8. Salaries of the chairman of the board, 
the president and certain general officers and 
a corresponding proportionate amount of the 
pension fund and the lunch expenses. 

Janitor and electric light are distributed 
on the basis of the rent charge, while rest- 
room and washroom supplies, together with 
lunches are distributed on the basis of the 
number of employees. Stamps and letter 
heads are distributed arbitrarily. All other 
expenses are actual. 


Allocation of Items 


How are these items of overhead to be 
allocated. A common method and the one 
which we use is to ascertain the percentage 
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of the direct expense of the department to 
the direct expense of the bank as a whole, 
and then allocate to the department that 
same percentage of the overhead. This com- 
putation is made at the end of each year, 
based on that year’s expenses, and the per- 
centage thus ascertained is applied to the 
overhead expenses for the coming year. In 
other words, the rate of percentage for 1926 
is based on 1925 expense figures. 

It has always seemed to me that in view 
of the fact that the trust department is a 
purely service department, that it uses prac- 
tically none of the bank’s capital and ordi- 
narily little time of the higher officers, that 
this method of allocation is probably unfair 
and that some of these items should be di- 
vided in a way which more nearly met the 
actual situation—but up to date we have 
never been able to persuade the other de- 
partments of our institution that such was 
the case. 

All of this may seem fundamental, but I 
know of trust departments—and good ones 
too—that do not have charged to them a 
proper part of these overhead expenses, or 
even in some instances correct direct ex- 
penses. Their profits, therefore, are not true 
profits. I see no virtue in that method. 


Assume, however, that our departmental 


earnings are fairly and accurately deter- 
mined, to what extent are the receipts and 
expenses in connection with the various 
functions—i. e. the divisional earning and 
expense—to be divided? It is clearly as im- 
portant for the efficient management of the 
department to know what branches of the 
business are making money as to know what 
the department as a whole is doing. Custom 
differs as to divisions—with us, for example, 
we have four main divisions, the personal 
trust (which included our custodian and real 
estate service) the corporate trust, the trans- 
fer and registrar, and coupon payment divi- 
sion. For each, the rent, heat, light, etce., i. e. 
the direct expense is accurately kept and 
the overhead—both the department’s share 
of the general overhead and the divisions’ 
share of the department overhead is allo- 
cated. 


Department Overhead 

The following items are charged to de- 
partment overhead. 

Contributions. 

Stationery and supplies not subject to ac- 
tual allocation. 

Salaries—our portion of bank overhead 
salary and directors’ fee item, and our own 
senior and general officers. 

Pension fund. 
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Guaranty bonds. 
Extra help. 
Postage and express. 

Traveling expenses of senior officers. 

Periodicals and dues. 

Employees’ insurance. 

Sundry expense. 

This overhead is charged to each division 
monthly at such percentage as each divi- 
sion’s direct expense bears to the total di- 
rect expense of the department. Advertising 
and auditing expense are arbitrarily dis- 
tributed and the balance is direct. 


Two Service Divisions 

Then we have two service divisions—the 
statistical or securities analysis division and 
the legal division. The former serves the 
personal trust division and the corporate 
trust division, and its expenses are divided 
between the two. The latter is departmen- 
talized—certain men do the work of the per- 
sonal trust division—certain men that of the 
corporate trust, and certain men that of the 
transfer division, so that the expense of 
this division can be accurately distributed 
among the three. 

Thus we know all the time what each 
division of the department is doing. Is it 
advisable to carry the process still farther 
and determine the expense in connection 
with each particular trust? In many special 
eases it is necessary, in taking an unusual 
trust for a year on a time and expense basis, 
in doing something for another department 
of the bank, in determining the limits of the 
size and character of the trust which you 
will accept, or even in analyzing every ac- 
count in a particular division as we have 
done in our transfer division to see why 
the division as a whole doesn’t do better. 
But as a general rule is it worth while? 

Assuming that you know what your per- 
sonal trust division is earning—is it of any 
real use to determine what each particular 
executorship or each particular trusteeship 
is making? I don’t think so. Our fees are 
pretty standard—we have some leeway in 
our charges as between an easy and a diffi- 
cult executorship, but not much. We can 
rarely secure a piece of business because it 
is profitable or decline it because it is un- 
profitable. We have to take them “run of 
mine”—the good offsetting the bad. So to 
us it seems hardly worth while. 


How to Increase Earnings 

Assume then, that we have our accounts 
arranged so that we can tell by divisions 
what the trust department is earning—what 
are we to do to increase those earnings? 
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Obviously there are only two ways—in- 
crease our gross and decrease our percentage 
of expense of doing business. There is a 
great difference of opinion in our shop as 
to which is the more difficult. I needn’t go 
into that—they are both difficult enough— 
God knows—and both important enough for 
all the strength and ingenuity at our com- 
mand. 

As far as gross is concerned, some in- 
crease is easy—or comparatively easy to 
accomplish—the growth of our communities 
in numbers and wealth, together with the 
gradual but inevitable spread of apprecia- 
tion of the value of trust company service 
will do that. Beyond that, it is dependent 
on our own new business effort—the new 
business effort of the bank as a whole, the 
way we handle our business, and the growth 
in prestige of our institution. I wish I had 
time to discuss with you the various meth- 
ods of getting new business, for that is a 
matter in which I am particularly interested 
and largely engaged—but I must reluctantly 
leave that to some one else. 

Allow me only to say that the effort to 
increase our gross business is worthy of the 
best brains and the best effort of every man 
in the institution, from the chairman of the 
board, down—that success can only come 
when all of these have—by nature or train- 
ing—acquired the new business point of view 
—and that coupled with it must be an effi- 
cient machine and a well ordered program— 
embracing: 





1. A new business department coordinated 
with, but separate from the new business 
department of the commercial end of the 
bank. 

2. A systematized follow-up within the de- 
partment. 

3. Active cooperation from the officers of 
other departments. 

4. Newspaper advertising. 

5. Direct by mail. 

6. Distribution of booklets. 

7. Window displays. 

8. Cultivation of lawyers and insurance 
men. 

9. Personal follow-up outside the bank. 


Decreasing the Expense of Doing Business 


Hand in hand with increasing gross—of 
at least equal importance, but in my opin- 
ion of infinitely greater difficulty comes de- 
creasing expense of doing business. Here 
(again in my opinion) lies the greatest diffi- 
culty in the trust business—to keep our ex- 
penses from growing as fast as our gross. 
You may say that is a difficulty common to 
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all businesses—but it isn’t to the same ex- 
tent. It isn’t true to the same extent in 
other departments of the bank. In the trust 
business—being purely a personal service 
business, it is peculiarly true. As our busi- 
ness grows, it seems to take just so many 
more additional persons to do it—the num- 
ber of senior officers may remain stationary 
for a while, but soon that seems to yield. 
As we have more customers—more securi- 
ties—the inevitable tendency is to render 
more service—to render it better and quicker 
—to secure specialists to do particular 
things—to employ a higher grade of men 
to deal with customers of greater importance. 
When our yolume of securities is small— 
the regular officers of the department 
not only put them in the yaults, but 
keep track of them afterwards—when our 
volume is great, we find ourselves with a 
large vault force and an elaborate analysis 
and statistical division. When our business 
is small, our regular officers can pass on the 
wills presented to us for examination and 
draw documents as are prepared in- 
side our institution. When our volume is 
large, we have a highly organized legal di- 
vision to do it. 


can 
can 


such 


What is the answer? 


What Then Can We Do to Increase Our 
Percentage of Profit? 

See to it that we take no losses. This may 
trite statement, but it is a constant 
marvel to me that trust companies have had 
as few losses as they apparently have—that 
in so few cases have they incurred liability 
to their beneficiaries for the improper pur- 
chase of most likely yet, for 
retention of securities. The 
committee of our Trust Company 
Division has collected some data on that sub- 
ject and while they very wisely did not at- 
tempt to get figures on this question, their 
results show that the total of such liability 
is negligible. But this is an ever-present 
danger—one to be constantly on the alert 
for. Mr. Kieferdorf of the Bank of Italy 
in an excellent talk last year at Seattle on 
developing trust business for a new trust 
department well said that the slogan should 
be “Wills and More Wills.” Let me supple- 
ment that by saying that in order to keep 
the resulting profits the corresponding slo- 
gan should be “Review and More Review of 
Your Securities.” 


seem a 


securities or, 
the improper 
research 


Do not take any more “good will” business 
than we can possibly help. This is the same 
thing to which I referred in enumerating the 
various forms of profit. Let me only say 
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that the fight against this kind of business 
is worth making and can be won. 


Volume Not Always a Sound Criterion 


Don’t take business of doubtful desirabil- 
ity in order to get volume. We must occa- 
sionally take executorships and trusteeships 
which we know from their complexity are 
not going to be very profitable. That isn’t 
what I now have in mind. I mean business 
which, from either the character of the par- 
ties or the character of the transaction is 
likely to head us into difficulties before we 
get through. For example, we try to be 
very careful about the finance companies for 
which we act as trustee. We got one bad 
one and the time and effort involved in work- 
ing it out was so many times the amount of 
our fees that it was ridiculous. After all, 
perhaps the greatest distinguishing mark be- 
tween a good trust department and a trust 
department not so 
which they decline. 

Have a fixed fee for 
adhere firmly to it. 

Clearly, to realize a profit, a charge must 
be made which will cover the cost of doing 
the particular business and leave a margin 
With an accurate record of our 
costs it isn’t so hard to determine what such 
a fee is—the difficulty has been to stick to 
it once it has been fixed. 


good, is in the business 


our services and 


beside. 


The Question of Fees 

We all know the pressure that is brought 
to bear on us to cut fees—pressure, not only 
from the prospective customer, but from 
inside the bank—pressure to serve a good 
customer—a big account—and we all know, 
only too well, the suicidal results of 
petition on fees among rival trust companies. 

With most of us both of those are a thing 
of the past. We now have standard fees— 
common to all trust companies in the same 
locality and loyally lived up. For this, we 
are under an immeasurable debt of grati- 
tude to the Corporate Fiduciary Associa- 
tions—modeled after the New York 
tion—which are in existence or in 
of formation all over the country. No greater 
thing was ever done for the trust business. 

A fixed publicly known fee is not only es- 
sential to the very life of a trust depart- 
ment, but it puts both the trust business 
and the trust officer on a new plane of dig- 
nity. The customer knows or soon comes to 
know that trust service is not a commodity 
which can be bargained for, but a 
for which a fixed and reasonable 
must be paid. 

And the officer, 


com- 


Associa- 


process 


service 
charge 


backed by his schedule, 
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can insist with courtesy, but with firmness 
upon a fee which will yield his department 
a reasonable profit. We are all human—and 
weak at timeS—there are always circum- 
stances which seem at the moment to jus- 
tify a reduction—with a fixed fee, it can’t 
be made. And the good faith with which 
such schedules are lived up to is a great 
testimonial, not only to the integrity, but to 
the intelligence of our trust officials. When 
we cut fees, we ordinarily hurt nobody but 
ourselves. And the growing tendency to give 
publicity to our fees is helping us—and will 
help us immeasurably in the future. There 
has been altogether too much mystery about 
fees in the minds of the public—we will all 
be better off when the public knows per- 
fectly well what our fees are and knows 
equally well that we compete only in that 
in which we should compete—service. 

Therefore, let us continually endeavor to 
enlarge our schedules to reduce to the mini- 
mum the number of services for which fixed 
fees are not provided—to reduce to the low- 
est possible number the services in which 
fees are “discretionary.” A discretionary fee 
ordinarily means a fee below the 
doing business. 


Cost Plus Basis 

And, as a corollary to this, let us take 
unusual pieces of business for a trial period 
on a cost plus basis rather than guess at a 
fee which will make us a loss. There are 
and there always will be pieces of business 
presented to us which are of a character so 
new and so different that there is nothing 
in the schedule and very little, if anything 
in our previous experience upon which to 
base a charge. The customer will insist, 
if possible, on a fixed quotation, and the 
natural tendency, therefore, is to make a 
guess. And in nine cases out of ten, it will 
be too low—for the customer will invariably 
minimize the amount of work to be done. 
How much better it is to say to the customer 
that we will keep an accurate time account 
for a year and at the end of that period of 
experience fix a reasonable fee. Or, if we 
ean’t do that—if our customer won’t go 
ahead on such an indefinite basis—let us 
make our guess—but make it for a year and 
reserve the right to adjust after that year’s 
experience. 

Let us be alert to charge an additional fee 
for extra services when the circumstances 
justify it. Most of our fee schedules pro- 
vide—as for example in the case of trustee 
—a fixed fee for all ordinary services in that 
capacity, but reserve the right to make an 
additional reasonable fee for extraordinary 


cost of 
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services—such as managing the controlling 
interest in a corporation—liquidating a 
business, etec.—such fee to be based on the 
time and responsibility involved. The cases 
in which such fees could and should be 
charged are many and yet there is nothing 
which we find more difficult than to actually 
charge them. But it should and can be 
done, and will make an enormous difference 
in our year’s results. 

There are many organization questions 
which bear very directly on this matter, but 
we have on our program a separate discus- 
sion of that subject and I don’t wish to 
encroach. Let me merely mention some of 
them. 


High Cost and Low Cost Hours 


Primarily, in handling our business, let us 
push work down and not up. Trust busi- 
ness is essentially personal service—essen- 
tially men’s time—that’s what goes to make 
up the cost. And the cost of a particular 
piece of business depends on whether the 
hours put on it are high cost hours or low 
cost hours. Therefore, insofar as possible 
and to the extent that it is consistent with 
the character of the work, let it be done by 
men of lower rather than higher hour cost. 
It’s a perfectly human and perfectly natural 
tendency on the part of our customers to 
want their affairs attended to by the head 
of the department. But in nine cases out 
of ten they don’t need such attention. The 
amount of business that a given personnel 
can profitably accomplish will depend to a 
very large degree on how successfully that 
business can be pushed down step by step 
to less expensive hours of work. 

6. Let us have ample space for doing our 
business efficiently and in quiet, but let it 
be low cost We don’t need ground 
floor space for a trust department. 

7. Let us have a carefully chosen and a 
earefully trained personnel. For some rea- 
son which it is hard for us to understand, 
it is more difficult to get competent people 
in a trust department than in almost any 
other department of a bank. We have had 
our best success in getting graduates fresh 
from law school. 

8. Let us do all for our personnel that we 
‘an to keep their health—attain happiness 
—and achieve a high degree of loyalty and 
morale. 

9. Let us give them every reasonable mech- 
anical aid. 


space. 


What Should Trust Departments Earn? 


As a result of all things and many more 


(Continued on page 563) 











HELPFUL AND COOPERATIVE RELATIONSHIP BETWEEN 
THE LAWYER AND THE TRUST COMPANY 


SIMPLIFYING AND STANDARDIZING THE LEGAL FORMS OF TRUST AGREEMENTS 
THOMAS C. RIDGWAY 


President of California Bar Association 


(Eprror’s NoTe: 


Mr. Ridgway presents an advanced program for cooperative effort 


which must commend itself to members of the legal fraternity as well as trust companies. 
He recognizes that the trust company occupies a permanent place in our modern indus- 
trial, social and economic life; that trust service and law practice are not competitive 


but interdependent, each with its definite and necessary sphere. 


Ile goes further, in his 


excellent paper before the Fourth Regional Pacific Coast Trust Conference, by advocating 
that the trust companies take the initiative in eliminating obsolete terms and reducing the 
legal clauses of various types of trust agreements to simple forms by statutory enact- 


ment, ) 


HE purpose of this paper is not to deal 
with the lawyer within your ranks, but 
deal more particularly with the rela- 

tionship between the practicing lawyer and 
the trust company. We are both servants of 
the people, and the effort of both of us should 


be to perform faithfully and adequately a 


worthy service to the public. This duty is 
paramount to every other consideration. Each 
is entitled to reasonable compensation for 
his services, but nothing should induce either 
to otherwise better himself financially by the 
trust relationship. Too often it has become 
known that the lawyer and the trust company 
have endeavored to obtain high appraisements 
in estates for the purpose of enlarging their 
fees, and have also taken the limit of fees, 
including extraordinary fees because the 
law allowed it when the work involved did not 
warrant the same. So also in the handling 
of other trust business the desire for money 
on the part of the trust company and on the 
part of the lawyer employed has resulted in 
some rare cases in exorbitant fees being taken 
under the cloak of power conferred on the 
trustee. So too, some institutions have been 
known to purchase from themselves, as 
trustees, valuable securities contrary to the 
desires of beneficiaries, and to sell to them- 
selves, as trustees, their own wares at a profit 
to themselves, all in violation of the law 
applicable to fiduciary relationships. 

I do not mention the foregoing as an in- 
dictment either of the trust companies or of 
the legal profession. They are doubtless 
only isolated cases, but they are the warning 
signals that should assist us in sailing our 
respective crafts safely into the harbor of 


public confidence. Our ideal—and I mean the 
ideal of the lawyer and the trust company— 
should be above the sordid lure of the al- 
mighty dollar. I believe some banking in- 
stitutions make a mistake in urging compe- 
tion between their trust department and 
other departments in the bank, because such 
competition is measured in dollars and cents, 
whereas the trust department should merit 
its reward by the expedition, accuracy and 
faithfulness of the service it renders to the 
public, and not by the revenue it produces. 


What Is Expected of the Lawyer 


The lawyer also has firmly established him- 
self as an almost necessary adjunct to modern 
business life. His relation to business is not 
however along administrative lines. His duty 
is to counsel and advise, and safeguard the 
interests of his client. He puts into written 
form the agreements of his client, weighs the 
effect of each word and phrase and its rela- 
tion to every other word and phrase, dots the 
‘‘i’s’’ and crosses the “‘t’s,’’ anticipates all 
possible contingencies of the future, argues 
from cause to effect—in fact, prepares every 
document so that it is absolutely impregnable. 
Such is expected of the lawyer, and such is 
the kind of service the lawyer endeavors to 
give his client. The relationship is that of 
the utmost confidence and trust. His first 
and only obligation, next to fulfilling his oath 
to support the Constitution of the United 
States and that of his own state, should be 
to his client. 

The lawyer can render a real service to the 
publie by advising and counseling it to make 
use of the corporate trustee, and he can do 
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that without doing violence to his conscience. 
The lawyer was the first to appreciate the 
advantage of utilizing our financial institu- 
tions in handling the business end of law, 
that is to say, the administrative and operative 
functions required by the lawyer in accom- 
plishing the purposes that he seeks to attain 
for his client. I do not mean to suggest that 
the lawyer is devoid of business sagacity. 
His education and training is not along ad- 
ministrative lines, but his constant contact 
with the handling of business transactions 
for his clients has given him a keen insight 
into business. Many have occupied and 
successfully held executive positions with 
large business concerns. 

The administrative end of the law is, in a 
sense, outside of his professional proclivities. 
It is far better that he turn the same over 
to a well-equipped organization than attempt 
to handle it in his own office. The trust com- 
pany has so developed that all phases of the 
business side of the law are handled by men 
particularly trained therein. You have your 
collection departments, your bookkeeping and 
auditing departments, your real estate de- 
partments, your investment departments and 
numerous other departments with which you 
are each and all familiar. 


Day of Specialization 


The lawyer, and particularly the lawyer in 
the city who is overburdened as it is in taking 
care of the demands upon his professional 
services, realized that it is impossible for 
him to conduct an office for counsel and 
advice and at the same time attend to the 
business end of the law. He is only too glad 
to have this work attended to by such or- 
ganizations as yours. Such attitude is 
merely keeping abreast with Brhcrn tenden- 
cies. This is the day of specialization. In 
cities such as Los Angeles, the work of 
passing upon titles is no longer done by the 
individual lawyer. 

At one time one of the most lucrative 
branches of a lawyer’s profession was passing 
upon titles, but no lawyer in Los Angeles 
would care to do this work at the same price 
for which the title companies do it. Besides, 
the title companies are far better equipped 
than the individual lawyer to do this work, 
and they have a financial responsibility that 
the average lawyer cannot give to his client. 
Thus in passing upon titles, the title com- 
panies too are handling one phase of the busi- 
ness end of the law. The fact that this work 
is now done by the title companies, and no 
longer by the lawyer, has not in any degree 
curtailed the amount of professional service 
still required of the lawyer; and so it is with 
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the business now handled by the trust com- 
panies. It has not and will not interfere with 
the lawyer’s livelihood, for it occupies a field 
allied with, but outside his profession. There- 
fore there should be no jealousy on the part 
of the lawyer resulting from your pre-empting 


the field that you are so well equipped to 
occupy. 


Every Reason for Harmony 


There is no reason why the lawyer and the 
trust company should not work in harmony 
with each other. The lawyer should be glad 
to recommend to his client the use of the 
trust company in handling the _ business 
matters involved in the law, and the trust 
company, on the other hand, should recom- 
mend the advice, suggestions and counsels 
of the lawyer. Naturally, the attorney who 
brings a trust to the trust company should 
be the first choice of the trust company in 
the employment of a legal adviser in con- 
nection with the administration of such trust. 
The attorney is naturally more familiar with 
the affairs of his client, and his advice and 
counsel would be far better than that of some 
other attorney who would be unfamiliar with 
the trust and with the client’s wishes in the 
premises. 

The trust company in its dealing with the 
public should recognize the necessity of the 
customer, with whom it is doing business, 
having the benefit of legal advice. I believe 
that no trust company should allow a cus- 
tomer to enter into a contract or a trust 
agreement with it until such customer has 
taken such agreement to a lawyer and has 
received independent advice thereon. This 
is a safeguard that the trust companies should 
throw about themselves. It is a protection 
to the trust company in case of any future 
dispute between it and its customer. The 
responsibility for the phraseology of a trust 
agreement is then thrown upon the cus- 
tomer’s legal adviser. I do not suggest this 
for the purpose of enriching the lawyer's 
pocketbook, but because I believe such a 
course renders a service to the public and at 
the same time protects the trust company. 


Why Lawyers Have Protested 


It was because of the failure of the trust 
companies to insist that their clients have inde- 
pendent advice that the lawyers of this state 
a few years ago protested vigorously against 
the activities of the trust companies in ad- 
vertising to draw wills gratuitously, in which 
the trust company was named as executor or 
trustee. There was no question but what this 
practice was being followed very widely by 
the trust companies in the state of California, 
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The lawyers succeeded in having enacted a 
law which prohibited such practice. The 
majority of the lawyers who advocated this 
law were not actuated by selfish motives. 
The fact that the banks drew wills without 
charge was merely incidental to the principal 
objections made by the lawyers. They were 
supporting the law because of an ideal held 
by the profession, namely, that the customer 
in dealing with the trust company should have 
independent advice. 

It was argued by the lawyers that an em- 
ployee of the trust company, who owed al- 
legiance to his employer and who received 
his pay from that source, could not give to a 
customer, however hard he might try, proper 
and unbiased advice relative to the powers 
which might be conferred by will upon an 
executor or trustee. This law precipitated a 
fight between the trust companies and the 
lawyers, and the trust companies succeeded in 
wiping it off our statute books by means of 
the referendum. 


Establishment of “‘Entente Cordiale”’ 


I am glad to say that since the smoke of 
battle has cleared away an “‘entente cordiale”’ 
has permeated both camps. I believe that 
the practice complained of, which was the 
cause of the enactment of said law, has ended. 
The lawyers have been assured of that fact, 
and I believe such to be the case. If there are 
some isolated cases, I trust it is due to a lack 
of understanding of the principles of law 
which preclude any trust officer or employee 
of a trust company from pre-empting the pre- 
rogative of the lawyer and drawing for a 
customer a document to which the trust com- 
pany is a party. I believe it would be of in- 
terest to you to hear what some of our courts 
have said on the subject. 


What Courts Have Said on Subject 


In New York the highest court (Jn the case 
of In re Cooperative Law Co., 198 N. Y. 479; 
139 Am. St. Rep. 839, 19 Ann. Cas. 879, 


32 L. R. A. (N. 8S.) 55, 92 N.E. 15), says: 
“The relation of attorney and client is that 
of master and servant in a limited and dignified 
sense, and it involves the highest trust and con- 
fidence. It cannot be delegated without consent 
and it cannot exist between an attorney, em- 
ployed by a corporation to practice law for it 
and a client of the corporation, for he would 
be subject to the directions of the corporation 
and not to the directions of the client. There 
would be neither contract nor privity between 
him and the client. * * * His master would 
not be the client but the corporation, conducted 
it may be wholly by laymen, organized simply 
to make money and not to aid in the adminis- 
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tration of justice which is the highest function 
of an attorney and counselor at law.”’ 


The Supreme Court of California (In People 
vs. Merchants Protective Corporation, 189 
Calif. 531; 209 Pac. Rep. 363) has this to say 
on the subject: 

“The essential element underlying the relation 
of attorney and client is that of trust and con- 
fidence of the highest degree growing out of the 
employment and entering into the performance of 
every duty which the attorney owes to his client 
in the course of such employment. It is the 
existence of this essential element as the basis of 
said relation which has called into being the 
various statutory regulations governing the 
admission of attorneys and counselors at law 
and which embody certain requirements of 
character, integrity and learning as the pre- 
requisites of such admission to the right and 
privilege of practicing law. It is the possession 
or reputation for the possession of these personal 
qualifications which constitutes, as a _ rule, 
the main inducement for the formation of the 
personal and confidential relation of attorney 
and client. The intervention of a corporation 
between the membership it secures and the at- 
torneys it employs, which corporation can in 
and of itself possess none of these qualifications, 
obviously leaves out of view the necessity for 
their existence. The essential relation of trust 
and confidence between attorney and client 
cannot be said to arise where the attorney is 
employed, not by the client, but by some cor- 
poration which has undertaken to furnish its 
members with legal advice, counsel and pro- 
fessional services. The attorney in such a case 
owes his first allegiance to his immediate em- 
ployer, the corporation, and owes, at most, but 
an incidental, secondary and divided loyalty to 
the clientele of the corporation.” 


California Court a Legal Practice 


As to whether or not a corporation can 
practice law, the California Supreme Court 
says: 

“The authorities, which are practically 
unanimous, furnish but one answer to this 
question, and that answer is well-expressed 
in the case of State ex rel. Lundin v. Merchants 
Protective Association (105 Wash. 12; 177 
Pac. 694); wherein the supreme court of 
Washington quoting from Ruling Case 
Law says: 

“The practice of the law is not a business 
that is open to a commercial corporation. 
Since, as has been seen, the practice of the law 
is not a lawful business except for members of 
the Bar who have complied with all the condi- 
tions required by statute and the rules of the 
court, and as these conditions cannot be per- 
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formed by a corporation, it follows that the 
practice of law is not a lawful business for a 
corporation to engage in. As it cannot practice 
law directly it cannot do so indirectly by em- 
ploying competent lawyers to practice for it, 
as that would be an evasion which the law will 
not tolerate.” 


Unethical and Unlawful Practice 

The purpose of giving the foregoing quota- 
tions is not to intimate that the banks or 
trust companies are practicing law, but to 
show you how the courts frown upon the prac- 
tice of certain corporations in furnishing pro- 
fessional services for their customers through 
the medium of attorneys in their employ. 
You can readily comprehend that the draw- 
ing of wills by a corporation, or by its em- 
ployees, wherein the corporation is appointed 
executor or trustee, is absolutely in contra- 
vention of the principles enunciated in said 
decisions. The officers of our trust com- 
panies, many of whom are lawyers, appreciate 
that such practices are unethical and unlawful, 
and are prohibiting them. 

The one fact that I desire toemphasize is that 
your relationship of trust to the public is 
such that there is danger of the presumption 
of undue influence attaching to all contracts 
of trust between yourselves and your cus- 
tomers where you assume a fiduciary rela- 
tionship, unless the customer receives inde- 
pendent legal advice. You doubtless know 
that in every transaction between a fiduciary 
and his principal by which the fiduciary is 
benefited, there is always a presumption of 
undue influence, unless the client has had 
the benefit of legal advice. That is the danger 
that I desire to warn you of. You should 
safeguard yourselves by a strict adherence 
to the principles so well enunciated by our 
courts. 

Short Form of Mortgage or Trust Deed 


There is one matter that I believe the 
trust companies by cooperation with the 
lawyers might initiate and bring to fruition, 
which would prove of service not only to the 
public but of infinite value to the trust com- 
panies and to the lawyers dealing with trust 
companies. You are all familiar with the 
many and numerous clauses contained in the 
printed form of trust deeds given as security 
for the repayment of loans, which clauses are 
usually printed in small type. Similar pro- 
visions are also contained in the printed form 
of mortgages. The average individual, who 
executes these trust deeds or mortgages, has 
not the time or patience to wade through 
these clauses, and, if he did read them, 
has not sufficient knowledge of legal phrase- 
ology to comprehend their meaning. 


Why should there not be a statutory pro- 
vision establishing a short form of mortgage 
or trust deed, and providing that all the 
powers, rights and obligations that are now 
conferred upon or required of the trustee or 
mortgagee under the clauses contained in the 
forms now in use shall be deemed incor- 
porated therein? In California we have a 
statute by which the mere use of the word 
“grant” in a conveyance passes title to real 
property. The verbiage with which many 
of you are familiar that is used in many 
deeds, namely, that ‘‘the party of the first part 
has bargained, sold, aliened, conveyed, con- 
firmed, remised, released and forever quit- 
claimed and does hereby bargain, sell, alien, 
convey, confirm, remise, release and forever 
quitclaim” are all eliminated by the use of 
the word “grant.” 


Civil Code Provisions 


Under Section 1113 of the Civil Code of 
the state of California certain covenants are 
implied by the use of said word. Said section 
reads as follows: 

“From the use of the word ‘grant’ in any 
conveyance by which an estate of inheritance 
or fee-simple is to be passed, the following 
covenants, and none other, on the part of the 
grantor for himself and his heirs to the grantee, 
his heirs, and assigns, are implied, unless re- 
strained by express terms contained in such 
conveyance: 

“1. That previous to the time of the execution 
of such conveyance, the grantor has not con- 
veyed the same estate, or any right, title, or 
interest therein, to any person other than the 
grantee: 

“2. That such estate is at the time of the execu- 
tion of such conveyance free from encumbrances 
done, made, or suffered by the grantor, or any 
person claiming under him. 

“Such covenants may be used in same manner 
as if expressly inserted in the conveyance.” 


Suggested Draft of Law. 


The thought that has suggested itself to me 
is that the trust companies, by cooperation 
with the lawyers, should be able to draft a 
law under which a person by the use of certain 
words, to be designated by statute, would 
confer upon a trustee all of the powers neces- 
sary and proper for the trustee to have in the 
administration of almost any trust. I would 
not limit it to trust deeds, but I would extend 
it to powers under living trusts and under 
trusts in wills. I have no definite statute to 
suggest along this line. However, I see no 
reason why the law could not declare that the 
use of the word “trustee” in a document, by 
which a trust is created, shall by implication 
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confer all the powers, duties and obligations 
set forth ina certain section of the Civil Code. 
This would eliminate setting forth in the 
instrument the many clauses, which are now 
put in such instruments and which through 
usage have now become almost stereotyped 
in form. Of course, the maker of an instru- 
ment could abridge or enlarge the powers so 
conferred under such code section. 

The fact that such a law existed would cre- 
ate public confidence because the public in- 
stinctively believes that the laws are made 
for its protection. It accepts the law upon 
our statute books as a matter of course. The 
average individual undoubtedly would com- 
placently execute a document creating a trust, 
where the powers are conferred by statute, 
without a knowledge of what those powers 
are, whereas under our present methods the 
same person might hesitate and question 
the phraseology that is required to create a 
trust. And I am frank to admit that it 
would be much safer for him to rely upon 
the powers created by statute than to rely 
upon trusts created by the phraseology of 
the lawyer, whom he may select. 


Standardizing Trust Powers and Obligations 


Such a law would standardize the powers, 
duties and obligations of the trustee, eliminat- 


Florida. 


ing the dangers now incident to the use by 
various draughtsmen of different words, 
phrases and language for accomplishing the 
same purpose. The improper use of a single 
word may affect a whole instrument and 
entirely defeat the desired purpose. The 
language used may be ambiguous and lead 
to controversy. These possibilities would be 
overcome by standardization. It would 
eliminate a great deal of verbiage and shorten 
instruments and thereby lessen the expense 
of recording. The simplification of forms 
would facilitate the handling of business in 
the recorder’s office. It would also reduce 
the speed with which the volumes of official 
records in the recorder’s office are increasing, 
for by the use of simplified forms the space 
required for recording instruments would be 
very much lessened. A law could be enacted, 
which would be ancillary to the one above 
suggested, by which printed books could be 
used in the recorder’s office with blanks to 
be filled in, which law might provide that in 
case the statutory form was used the fee for 
recording would be nominal, and if not used 
that the prevailing rate of thirty cents a 
folio would be charged. 


Trust Companies Should Take Initiative 
In this modern day of modern business 
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methods, many of us are lagging behind in 
certain respects, and I think this is particularly 
true of the lawyer in his preparation of legal 
documents and his use of old forms and 
obsolete terms. Let us take a short cut and 
bring the drafting of trust agreements down 
to simple forms by means of some statutory 
enactment. The trust companies should take 
the initiative in this. The lawyers will only 
be too glad to cooperate. 

In conclusion let me reiterate what I have 
attempted to state herein, that in my opinion 
there is no doubt but what the corporate trus- 
tee fills a long-felt want. The public demands 
something more substantial and dependable 
in the handling of trust matters than the 
individual trustee who is subject to human 
frailties, and who cannot give the time and 
attention necessary to a proper administra- 
tion of his fiduciary duties. The trust com- 
pany, within its sphere, is entitled to a per- 
manent place in our modern industrial, social 
and economic life. It must not encroach 
upon the legal side of the trust business which 
rightfully is the prerogative of the legal pro- 
fession. I believe that I voice the sentiment 
of the majority of the Bar when I state that 
they recognize that trust companies are not 
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in competition with them for law business, but 
are seeking the handling of the business or 
administrative side of estates. 


Commands Good Will of Legal Profession 


The trust company now has the good will 
of the legal profession, and it will be able to 
retain such good will if it recognizes the 
lawyer as being necessary and proper in the 
trust company’s dealings with the public. 
It should not draft wills under which it is 
appointed executor or trustee, or draft other 
documents under which it is appointed trustee, 
but should recommend to its patrons that they 
select and employ attorneys of their own 
choice for such work. It should be your aim 
and purpose to surround every transaction 
that you may have with a customer, with 
proper legal safeguards. This can be done in 
only one way, and that is by your insisting 
that the customer have independent legal 
advice. The trust service to be rendered by 
you should always be rendered in cooperation 
rather than in competition with the legal 
profession. Both of us should exert every 
effort to cement a helpful and cooperative 
relationship between the trust companies and 
the members of the Bar. 
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ADAPTABILITY OF RAILROAD EQUIPMENT OBLIGA- 
TIONS AS LEGAL INVESTMENTS FOR SAVINGS 
BANKS AND TRUSTEES 
REASONS FOR VALIDITY AND STANDARD REQUIREMENTS 


H. F. WILSON, Jr. 
Vice-President, Bankers Trust Company, New York 


(Eprror’s Note: 


The following discussion as to the favorable reasons for admitting 


railroad equipment obligations to the list of investments legal for savings banks and 
investment of trust funds, acquires timely interest in view of proposed legislation to that 
effect to be introduced at the forthcoming session of the New York legislature at the 


instance of the Savings Banks Association of the State of New York. 


Following is the 


substance of a paper submitted by Mr. Wilson at the recent annual convention of the 


Association at Lake Placid.) 


T is becoming constantly more obvious 
that both savings banks and trustees in 
New York are paying an artificially high 

price for present legal investments because 
of large demand and small supply. The 
broader we can make the legal list, always 
with proper safeguards, the better it will be 
for savings banks, trustees and their 
ficiaries. 


bene- 


Reasons for Validating Equipment Trust 
Obligations 


The justification for making railroad 
equipment trust obligations legal for savings 
banks and trustees can be very readily made. 

1. The determinable value of the security. 

The cost of any particular equipment to 
the purchasing railroad company is always 
made known in the finance dockets of the 
Interstate Commerce Commission, giving ap- 
proval to issuance of the equipment trust 
obligation. Although cost is not necessarily 
a true basis of value, it appears to be so in 
the case of equipment. It is very seldom 
that a railroad company will purchase addi- 
tional equipment which is not needed. 


Salability of the security. 

Except for specifications of size, practi- 
eally all railroad equipment, or at least the 
chief part of it, viz., locomotives and freight 
cars, are built according to standards laid 
down by the American Railway Association. 
This is practically a fundamental considera- 
tion since with a large network of railroads 
throughout this country and Canada, it is 
absolutely necessary for the major railroads 
to have equipment which can be used on all 


railroads. This is, of course, more necessary 
for freight cars than locomotives. At any 
rate, the standardization of equipment and 
its capability of universal use throughout 
this country and Canada give it a country- 
wide marketability which is not ordinarily 
characteristic of corporate property. 


3. The usefulness of the security. 
This reason to a large degree fits in with 


H. F. WILson, Jr. 
Vice-President, Bankers Trust Company, New York 























































































































414 








TRUST 
the foregoing. However, what I wish to 
emphasize is that it is practically impossible 
for a railroad to function properly with in- 
adequate equipment. Since the demands of 
transportation in this country have been 
increasing rather than diminishing (although 
at a lesser rate in recent years than former- 
ly), it is almost a logical conclusion that 
every unit of equipment manufactured has 
its place to fill in furnishing the necessary 
transportation in connection with the ex- 
change of goods. Since cars and locomotives 
are to a large degree standardized, the use- 
fulness is not localized but is practically 
country-wide. Exception could, of course, be 
taken to these generalities by pointing out 
that refrigerator cars are ordinarily in more 
demand in the fruit-growing sections of Cali- 
fornia and the South, and coal cars in 
greater demand in the mining districts, but 
taking equipment as a whole rather than by 
classes, the statement holds true. 


4. The probable life of the property mort- 
gaged. 


Ordinarily, equipment trust obligations are 
issued for a period of fifteen years, maturing 
in serial maturities within that period. This 
length of time would seem to be proper in 


order to assure the life of the mortgaged 
property being greater than the mortgage 


instrument. Figures published by the Inter- 
state Commerce Commission in 1922 indi- 
cated the average age of all freight cars at 
that date at about 13 years which, consider- 
ing the fact that new equipment is being 
constantly purchased, would indicate the in- 
clusion, in the number of units reported, of 
a considerable number with ages far in ex- 
cess of 13 years. As a matter of fact, about 
one-quarter of the total cars (namely, those 
having a capacity between 30 and 40 tons) 
had an average age of 16% years. 


5. The financial record of equipment trust 
obligations. 

Without going into detail, it may be said 
that there are only two or three cases in the 
history of railroading where there has been 
a default in payment of principal or inter- 
est on equipment trust obligations. This rec- 
ord cannot even be beaten by the record of 
municipal obligations. The reason is fairly 
obvious. When a railroad goes into the 
hands of a receiver, it is usually short of 
equipment and to this shortage frequently 
‘an be traced one cause of receivership. The 
receiver, therefore, is in no position to elim- 
inate any obligations which would tend to 
reduce the equipment available—rather the 
contrary. As a matter of fact, in recent re- 
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ceiverships, such as the Denver and Rio 
Grande and Chicago and Alton, the receiver 
himself has issued equipment trust obliga- 
tions for new equipment. 


6. Supervision of issuance by 
Commerce Commission. 


Interstate 


Although the supervision of 
sion itself is not a surety of 
curity of any railroad issue, it assures pub- 
licity of the facts. Furthermore, the Com- 
mission has shown no hesitancy to state that 
prices being paid for equipment or rebuild- 
ing of the old equipment were sometimes too 
large. 


the Commis- 
adequate se- 


7. Variety of maturity. 

A further desirable feature of course is 
the fact that equipment obligations can be 
purchased with almost any maturity from 
six months up to fifteen years. This is par- 
ticularly desirable for trustees in certain 


cases, 


Few Restrictions Necessary 

In view of the foregoing conclusions, com- 
paratively few restrictions would be neces- 
sary in any law proposed to make equip- 
ment trust obligations legal for investment 
of trust funds, and I suggest the following: 
(1) the notes must be guaranteed or issued 
by Class 1 roads, any of whose bonds shall 
be legal in New York; (2) that 
ment upon which the notes are a lien shall 
consist of at least 75 per cent in value of 
freight equipment; (3) that all of the equip- 
ment offered as security shall be purchased 
new and consist in no part of rebuilt equip- 
ment; (4) that the initial cash payment by 
the railroads for the equipment mortgaged 
shall constitute at least 20 per cent of the 
value of that equipment. 

The subject of equipment trust obligations 
is, of course, a large one and a 


the equip- 


most com- 
plete treatise on the subject, as you know, 
is contained in the book by Kenneth Dun- 


can, called “Equipment Obligations,’ issued 
in 1924 by D. Appleton and Company. This 
book not only discusses equipment obliga- 
tions from all angles, but also -has an ap- 
pendix with full bibliography on the subject 
of equipment obligations. 

Last year the Corporate Fiduciaries Asso- 
ciation of New York drafted, but did not 
introduce a bill contemplating that railroad 
equipment trust obligations should be made 
legal for trustees. The bill was not intro- 
duced mainly because we wished to cooperate 
with our savings bank friends. At that time 
cooperative efforts were confined to having 
telephone and public utility bonds made legal 
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with proper safeguards. 
interest, however, 


It may be of some 
to know that it was con- 
templated to authorize fiduciaries to invest 
trust funds in equipment trust obligations, 
comprising bonds, notes and share certifi- 
cates, issued in connection with the pur- 
chase of new standard rolling stock for use 
on railroads: 

provided that such rolling stock is owned by 
or leased to either (a) a 
tion any of whose 
ments for savings 
such a corporation 


railroad corpora- 
bonds are legal invest- 
banks in this state or 
and one or more of its 
subsidiaries, or (b) one or more subsidiaries 
of such a railroad corporation provided the 
obligations issued in connection with such 
rolling stock shall have been guaranteed by 
such railroad corporation: 

and provided that such obligations shall have 
issued either under a trust deed or 
other instrument creating a first lien on such 
rolling stock, or under a conditional sale 
agreement or equipment trust agreement re- 
citing that title to such rolling stock is held 
free of encumbrances: 

and provided that such obligations shall not 
be issuable under such trust 
instrument in an amount to exceed SO per 
cent of the purchase price of such new stand- 
ard rolling stock: 

and provided that the owner or lessee of such 
rolling stock shall be obligated in such equip- 
ment trust obligations or in the instrument 
pursuant to which the same were issued. 


been 


deed or 


(1) to maintain the rolling stock in proper 

repair, 
2) to replace any of said rolling stock 
which may be destroyed or released with 
other rolling stock of equal value, pro- 
vided, however, that if any of said re- 
leased rolling stock be sold the proceeds 
of such sale shall be deposited with the 
trustee for the benefit of the holders of 
such equipment trust obligations until 
such rolling stock shall have been re- 
placed with other rolling stock of equal 
value. 

(3) to pay any and all taxes or other gov- 
ernmental charges which may be re- 
quired by law to be paid upon such roll- 
ing stock, 

(4) to pay, in accordance with the provi- 
sions of such obligations or the instru- 
ment pursuant to which such obligations 
were issued, the interest due thereon or 
the dividends payable in respect thereof, 

(5) and to pay the entire issue of such 
equipment obligations in annual or semi- 
annual installments within a 
period of fifteen years. 


maxrimum 


other 
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Provisions 


in Standard Form 

Most of the provisions covering the fore- 
going are now in standard form. As the 
rails of a railroad system correspond to the 
veins and arteries of the human system, so 
the equipment which travels over the rails 
may be compared to the blood of the human 
system; in both cases it is absolutely indis- 
pensible if the organization is to function. 

It seems to me that with these or similar 
safeguards, if they meet with the approval 
of the Superintendent of Banks, equipment 
trust obligations would be highly desirable 
as an addition to the authorized investments 
for savings banks and trustees, and I hope 
at the next the legislature, not 
only will the bills authorizing certain pub- 
lic utility and telephone bonds be passed but 
that railroad equipment trust obliga- 
tions will likewise be added to the legal list. 
It appeals to me as a very helpful and con- 
structive move and a genuine service to sav- 
ings bank depositors and to the beneficiaries 
under wills and trust agreements which of- 
ten do not permit investments other than 
those legal for savings banks in New York 
State. 


session of 


also 
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Principal Builders of High Grade Vaults 


YORK SAFE AND LOCK Co. 
55 Maiden Lane New York 


Branches 


New Haven Boston Philadelphia Baltimore 
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IDEAL ORGANIZATION OF TRUST DEPARTMENT AS TO 
PERSONNEL, OPERATION AND EQUIPMENT 


STRICT ADHERENCE TO BEST TRADITIONS AND ORTHODOX PRINCIPLES 


W. J. KIEFERDORF 
Vice-President and Trust Officer, Bank of Italy, San Francisco, Cal. 


(Eprror’s Note: Mr. 


Kieferdorf has earned the high respect of coworkers in the 


trust field as a man who interprets the human and ethical as well as the technical essen- 


tial in fiduciary administration. 


His paper at the recent Pacific Coast Trust Conference 


was unanimously acclaimed as a document which is worthy of the earnest consideration 
of all those engaged in trust department work.) 


N ideal plan for a trust department, 

unlike ideal personnel, is not so dif- 

ficult of attainment. In its 
templation, however, it is wise to anchor 
ourselves firmly on “terra firma” lest our 
theories and ambitions tempt us to trans- 
the legitimate province of the ideal 
trustee and lead us on into by-ways which 
we may not safely tread. I approach the 
subject with a feeling that I can cover but 
cursorily its potentialities. 

It must be conceded that the success of any 
trust department depends upon the char- 
acter and type of the men who compose it, 
and that it succeeds or suffers as the moral 


con- 


gress 


and intellectual elements of its man-power 


prevail or fail. And so I would list as first 
requirements morality and learning: that is 
to say, trained hearts and minds; and then, 
as subordinate though essential requirements, 
banking knowledge, legal training, business 
experience, accounting proficiency, expert 
salesmanship and that peculiarly human at- 
tribute known as personal magnetism. 
The moralist, as an ultra-religious enthus- 
iast, might convert his trust department into 
a clinic for promiscuous gratuitous service, 
as unprofitable in practice as it may be 
beautiful in theory; the intellectual giant 
may be an utter failure; the banker, as a 
banker solely, may not succeed at all; the 
lawyer, if he be a good lawyer, may be un- 
able to satisfy his vaulting ambitions, and 
if he be a poor one, he is himself the reason 
for the mediocrity of his service, and both 
types might fail because, perhaps, of their 
impractical views and theories; the man 
trained in business would likely be unsym- 
pathetic and pragmatic; the expert account- 
ant may prove to be a mere statistician; the 
salesman, because of his propensity often 
to deal in half-truths, may fill a trust de- 


partment with business that will not stick; 
and the Adonis, endowed only with personal 
magnetism, under the searching 
eye, only an empty shell. 


becomes, 


Men of Education and Character 


And so I contend that the ideal personnel 
of a trust department, because of the high 
order of service that it should give, must be 
made up of men whose education, in the 
real and literal meaning of the term, is 
well-rounded and complete. I would even 
go a step further and say that this ideal 


W. J. KIEFERDORF 
Vice-President, Bank of Italy, San Francisco 
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personnel should be men whose hearts know 
and fear the Master: whose culture is 
that of a university: whose guiding prin- 
ciples are Christian ideals; whose conscien- 
ces can diffierentiate between open honesty 
and veiled dishonesty; whose practical com- 
mon sense has been acquired by intimate 
contact with the ups and downs of the 
world; whose personal disappointments and 
personal successes have deepened their sym- 
pathetic appreciation of the varying phases 
of human relations and human adversities; 
whose store of legal knowledge is no mere 
commonplace; whose familiarity with bank- 
ing practice, in all of its wide ramifications, 
is profound. 

The difficulty that most of us experience 
in our effort to get good material for our 
trust departments is traceable, I think, to 
the failure of our modern educational sys- 
tems. Our institutions of higher learning 
are apparently drifting from the true ideals 


of education. We decorate our graduates 
generously with honors and degrees. yet 


often the product is shallow, one-sided and 
irresponsible, lacking in most essentials, the 
thoroughness of the scholars of a generation 
ago. And so it follows that most of the edu- 


cational effort to produce good trust men 
must be undertaken to a large extent by 


ourselves. 


“Imported” or “Ready Made’”’ 

In practice, in larger and rapidly growing 
communities at least, banks are sometimes 
confronted with this question : Shall our trust 
men be imported as “ready-made” or shall 
they be selected from the bank staff and 
tailored to suit our requirements? In small 
banks and in small communities, especially 
in the early stages of a trust department, 
there is often no other course to pursue 
than to induce a trained officer to join the 
institution and to depend upon him to build 
up an efficient staff from the material at 
hand. In large banks it is often possible 
without reaching outside the institution, to 
select likely material which, after four or 
five years of training in trust work, supple- 
mented by earnest study on their part, may 
develop into successful trust men. 

Opportunities for 
in most of our 
ifornia. 


learning are numerous 
cities, particularly in Cal- 
The American Institute of Banking, 
through its local chapters has added a com- 
plete trust course. Evening law schools offer 
four-year courses in law, leading to the de- 
gree of Bachelor of Laws; university exten- 
tion courses in public speaking, higher ac- 


counting, corporate finance and the theory of 
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investments are conducted at 
hours and are open to the public. 
Ambitious young men employed in banks 


during the daytime may therefore, without 


convenient 


much inconvenience, increase the extent oi 
their knowledge to meet the exacting re- 


quirements of trust work. 
winning enviable records in mercantile es- 
tablishments making equally enviable 
records in our evening colleges of law and 
in special university courses. The propor- 
tion of them that are admitted to practice 
in the courts of our state, by reason of 
their successfuly passing the Bar Examina- 
tion, is a high tribute to their industry and 
ambition. 


Other young men 


are 


Others, including men similarly equipped 
except as to the advantages of practical 
banking experience, are sometimes taken into 
banks and given an intensive training in bank- 
ing practice. Starting as junior clerks in 
the Savings Department, for example, they 
may be transferred from one department 
to another, as their progress warrants, al- 


Ways under the guidance and surveillance 
of the trust officer, until their apprenticeship 
shall have been served. 


In addition to a knowledge of banking 
practice and of the bank’s policies, such 
men have the opportunity of building up 
a following among the customers of the bank, 
which will be of additional value when they 
are taken into the trust department. Through- 


out this period of training, the salaries of 


such students are usually charged to the 
trust department as part of its payroll 
expense. 

There are trust officers, to my certain 
knowledge, who owe their success to just 


such a process; and who, by study and self 
development, have forged to the top. 

It may appear that in rapidly growing 
banks this proceedure would prove to be 
too slow, but if the selection of men, at the 
outset, be carefully and correctly made, and 
the continuous one, there 
always be available a supply of 
material. 


process be a will 


splendid 


Additional Requirements 


As to the additional requirements of such 
candidates, I that they be: 


suggest 


(a) Natives of the state in which the bank 
operates, preferably natives of the city 
in which the bank is located. 

(b) Of good family history and connections. 

(c¢) Have definite religious affiliations—no 
atheist could, in my opinion, qualify as 
a successful trust man. 

(d) Have no physical defects. 
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(e) Possess a 


(f) Be 


pleasing personality. 
studious and ambitious. 


Women in Trust Department Work 

The entrance of women into higher posi- 
tions in banks may help to solve the problem. 
In some divisions of our work, women are 
brilliant They take their places 
side by with the men, do a man-size 
job, and are in every respect the equal of 
their masculine co-workers if not their su- 
periors. Quickness of perception, conscien- 
tious devotion to duty, careful exactitude as 
to detail and her refining influence, make 
the earnest, educated, cultured office-woman 
of today an indispensable member of the per- 
any well organized department. 
On the other hand, I have no patience with 
the woman who seeks to usurp man’s place 
in business, but who is quick to resort to 
the so-called limitations of her sex to con- 
done her shortcomings. 

After your candidates have proven’ by 
patient and persistent study and trial their 
fitness to represent your institution as trust 
men, they must receive the 
and support that their 


SUCCeSSes. 


side 


sonnel of 


encouragement 


status deserves. 


Encouragement and Support 

In the first place, as a practical recogni- 
tion of his attainments and intrinsic worth, 
the trust man must be adequately compen- 
sated. No class of employees in our banks 
are so grossly under valued in 
our trust men. The natural 
are discouragement and the will- 
ingness to accept the first offer of more er- 
muneration from other institutions in the 
field, and when this happens, your 
solicitude and training, insofar as your bank 
is concerned, much wasted 
and time. 

In the place, he should receive 
recognition of his high calling at least in the 
periodically published statements of his bank. 
Too often does he find his name (if indeed, 
his name appears at all) at the tail-end of 
the list of officers, trailing behind those whose 
responsibilities are trivial in comparision 
with his own. 

In the third place, he should not be pen- 
alized of* the meagre profits that 
his department may earn. The management 
of a bank is often forgetful of the fact that, 
to a very great extent, the trust department 
is a service department. A customer’s will 
in which the bank is named as executor, and 
which has been deposited with the trust de- 
partment for instance, is not a source of 
immediate profit; in fact, it may represent 
the actual outlay of cash, but it is none the 


dollars and 
cents as are 
reactions 
same 
are so 


energy 


second 


because 
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less valuable to the institution as a whole 
for it serves to tie-in the customer the more 
closely to the bank. Such service alone is 
sufficient to justify the existence and de- 
velopment of the department, and is only one 
of the many links, originating in the trust 
department that insures and perpetuates the 
permanence and loyalty of depositors. 

And so I maintain that even though your 
personnel be as nearly ideal as humanly 
possible, the management should not be heed- 
less of such elements of discouragement as 
I have mentioned. While altruism must be 
a predominating quality in our dealings with 
our clients, (if for no other reason than that 
it means additional business) yet it ceases 
to be a virtue when, by a penurious and 
short-sighted policy, your trust department 
becomes a training schoool for 
more appreciative banks. 


other and 


Ideal Plan of a Trust Department 


And now I come to 
important part of 
plan of a 


the second and less 
the subject— the ideal 
trust department. Any talk on 
the ideal plan of a trust department must, 
of necessity, deal not only with the physical 
arrangement of the building in which the 
bank is quartered, but also the divisional 
arrangement of the trust department’s ac- 
tivities. Any successful physical plan must 
be adapted of course to the scope, volume 
and everchanging demands of the business 
and the growing needs of the community. 

The physical plan is to a great extent a 
mere matter of architectural layout, in which 
from the beginning, adequate space is pro- 
vided for expansion. You are fortunate if 
when you are well located, you are permitted 
to retain your original assignment. 


Proper location is of primary importance 
to the successful operation of any trust de- 


partment. The ideal 
banking room, in 


location is the main 
a position that is easily 
accessible not only to your depositors, but 
also to your general banking staff. As trust 
prospects and are timid persons 
who are ill at ease in the open, a series of 
inter-connecting consultation rooms, though 
they be small, should be provided for their 
use. 


customers 


Eliminating Mystery 

Intermingling of the trust department staff 
with the other employees of the bank is 
facilitated by proximity and this is 
of the greatest importance. It serves. almost 
automatically, to spread a knowledge of the 
functions of your department; it eliminates 
the apparent mystery that surrounds its 
operation; it enables tellers and junior 


close 
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officers more readily and promptly to refer 
new business leads that frequently prove 
exceedingly profitable and it excites the in- 
terest and cooperation on the part of the 
entire bank staff and forestalls the erroneous 
notion that prevails in too many institutions 
that the trust department is a distinct and 
separate entity. 

If, because of the growth of the bank, the 
trust department be relegated to the 
basement, or the stuffy mezzanine, or to the 
second or third floors of your building, (it 
is unfortunately true that the trust depart- 
ment is the first to be moved, in any pro- 
gram of expansion) it is important that a 
representative of the trust department be 
provided with desk room near the executive 
officer’s desks or in close proximity to the 
New Accounts window in order that your 
prospects and clients be given immediate 
attention. Prospects for trust business will 
not go far of their own volition or initiative 
from the teller’s window, nor readily follow 
directions as to where the trust department 
or some particular trust officer may be found. 

Complete isolation of the trust depart- 
ment activities of a bank is therefore a handi- 
cap to the department. If there be complete 
isolation, then a program ot periodical lec- 
tures for bank employees on topics relating 
to trusts becomes a necessity, so that the 
interest and enthusiasm of the banking staff 
may be maintained. In some banks I under- 
stand, educational programs for the general 
banking staff, covering the entire year, are 
a matter of regular routine. 

Much can be said on the subject of spread- 
ing the gospel of trust service among the 
employees and teaching your executive of- 
ficers the fundamentals of trust functions. 
No effort is productive of more gratifying 
results. 


Trust Department Equipment 


As to detailed physical arrangement of your 
office equipment, little may be added to that 
which common sense may dictate except, 
perhaps, that a suitable arrangement of 
tellers’ windows and cages is preferable, 
wherever possible, to an array of flat top 
desks and swivel chairs. Any arrangement 
of office furniture should be such as not 
only to invite the attention of the customers 
and facilitate the selling of service, but also 
to assure the greatest efficiency for handling 
detail, for trust business is essentially a 
detailed business. 

Country clients must find in the trust 
department of the big city bank, a welcome 
atmosphere, free, as much as possible, of 
bewildering mazes. No customer enjoys the 
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embarrassing experience of being referred 
from one desk to another, or from one floor 
to another, before he attains the object of 
his search. Much valuable time is often spent 
in putting such clients at ease and enabling 
them to regain the composure so necessary 
to discuss calmly their particular problems. 

The ideal divisional arrangement of the 
trust department is important; it presup- 
poses a thoroughly competent trust man, 


familiar with every phase. 


Proper Division of Functions 

The probate division, or division of estates 
under wills, should be in charge of a trust 
man, at least an assistant trust officer, who 
has an especially intimate knowledge of 
probate procedure—and not merely a lawyer 
who views the business solely from the legal 
viewpoint. The division of personal trusts— 
private trusts—should likewise be in charge 
of a thorough trust man, an assistant trust 
officer who understands securities and trust 
matters, not the management of a former 
employee of a bond house. The division of 
corporate trusts—trusteeships under bond 
issues—should likewise be presided over by a 
trust man, an assistant trust officer who 
understands particularly well the niceties of 
corporate finance and the necessary account- 
ing procedure— not by one who has had only 
an investment banker’s experience. 

The division that handles real estate sub- 
divisions should be managed by an assistant 
trust officer who is expert in real property 
and conveying—not by one whose chief quali- 
fication is that of an expert realty salesman. 

Your escrow division should also be con- 
ducted by an assistant trust officer, who, 
by reason of legal training and native com- 
mon sense, can be relied upon to safeguard 
the interests of the bank in the acceptance of 
escrows, and who at the same time, has 
keen appreciation of the worth of the bank’s 
service so necessary in determining the fee. 

Your business extension division, if it be 
distinct from the business extension depart- 
ment of the bank, should be under the direct 
supervision of the vice-president in charge 
of the trust department. There is one sug- 
gestion that occurs to me in this connection, 
and it is the suggestion that solicitation 
of wills be conducted along the most ethical 
lines by the highest type of trust men. Noth- 
ing is so abhorrent, I think, as indiscriminate 
solicitation of wills. Trained trust men 
should certainly not be trained bell-ringers. 
Your investment officer and tax expert and 
your real estate officer should each have a 
thorough knowledge of the trust business. 


(Continued on page 598) 
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your security 


HE real security back of any given 

bond can be determined only 
through a judicious application of the 
proper measurements. Industrials, 
rails, public utilities, foreign bonds— 
all require experienced scrutiny. 

The National City Company has 
unusual facilities for measuring the 
values back of the bonds which it 
offers to banks. We will gladly send 
our regular monthly list of recom- 
\ mended issues. 


The National City Company 


National City Bank Building, New York 
Offices in more than 50 leading cities throughout the world 
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IMPORTANT DECISION SUSTAINS RIGHT OF TRUST COM- 
PANY TO DISPOSE OF “WASTING INVESTMENTS” OR 
SPECULATIVE STOCK HELD FOR TRUST ESTATE 


DEFINES AUTHORITY OF TRUSTEE UNDER WILL TO GIVE OPTION FOR 
SALE OF DOUBTFUL STOCK 


(Epitror’s Note: One of the most interesting judicial decisions of the year relating 
to fiduciary administration and specifically the power of a trust company, as trustee 
under will, to dispose of speculative or “wasting” investments and defining power of 
trustee to negotiate option for sale of such stock, has been handed down by the Supreme 
Court of Missouri in the case of Loud vs. St. Louis Union Trust Company. The court 
finds that the trust company had no alternative to sell the stock in question except 
through giving an option for sale of same and denies claims of beneficiary for difference 
between $300 per share, the price received by defendant under option agreement, and $400, 
the gross price at which stock was subsequently purchased. Other important questions 
are decided relative to discretionary power of trustees under will in regard to invest- 
ments, powers of board of directors and of committees on trust estates, as well as claims 
for administrative compensation and legal fees. A decision of the lower court adverse 
to the trust company was reversed by the Supreme Court. The decision is of particular 
interest to fiduciaries confronted with the problem of disposing of speculative stocks held 
for trust estates and for which there is no market.) 


ALIENT facts bearing upon fiduciary 

power in the administration of estates 

and the handing of trust investments, 
involved in the case of Loud vs. the St. 
Louis Union Trust Company, are discussed 
at length in the decision upholding the rights 
and claims of the defendant trust company, 
rendered recently by the Supreme Court of 
Missouri. The decision was_ rendered 
by Judge Seddon and concurred in by 
the entire court. <A _ recital of the tes- 
timony showed that among the assets owned 
by Mary J. Blanke at the time of her death, 
and passing to the St. Louis Union Trust 
Company as trustee under her will, were 1735 
shares of the capital stock of the Granby 
Mining & Smelting Company, a Missouri cor- 
poration. This stock had a par value of 
$100 per share and the trust company, upon 
taking charge of the estate, charged itself 
on its books with $173,500, the par value of 
said shares. 


majority stockholders in which the shares 
held by the trust company in behalf of the 
Blanke estate were not represented. 


Exhaustive Investigation by Trust Companies 
The St. 


the exercise of its trust functions, made an 


Louis Union Trust Company, in 
exhaustive investigation of 
the Granby Company, its dividend records 
and other pertinent facts bearing upon the 
value or character of the stock. The trust 
estates committee arrived at the conclusion 
that the Granby stock was of such a specu- 
lative nature as to justify the trust company 
as trustee and in accordance with authority 
of sale or conversion conferred by the will, 
to dispose of the stock and reinvest in secu- 
rities of accepted standard for trust invest- 
ments. It was further shown that the stock 
was not a profitable investment for the 
Blanke estate, having netted but 3% per cent 
annually during the ten years from 1906 to 

The Granby Company was organized prior 1915 inclusive and having paid but one divi- 
to 1865 and owned certain mineral lands, ore dend of 2% per cent during the years 1915 
deposits, coal deposits, natural gas deposits, to 1915. Despite the fact that the business 


the affairs of 


plants and smelters located in Illinois, Mis- 
souri, Arkansas and Kansas. The capital 
stock in 1916 was $2,000,000, and the majority 
stock was closely held by the Burns estate 
and family of St. Joseph. In 1909 a voting 
trust agreement had been entered into by the 


of the Granby Company yielded larger profits 
during 1915 because of the World War, due 
to cessation of zinc smelter operations in 
Germany, France and Belgium, the facts re- 
vealed that the Granby stock by the weight 
of best authorities, had to be regarded as a 
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“wasting investment” which it was the duty 
of the trustee to sell with due diligence and 
convert into more permanent, profitable and 
reasonably safe investment. 

The trust company found that there was 
no established market value and the few 
transfers recorded provided no definite basis 
for determining value, no transfers having 
been recorded from December, 1911, to Novem- 
ber, 1915. The trust company was unable to 
get a bid for the stock and on March 14, 1916, 
the committee on trust estates of the St. 
Louis Union Trust Company voted to give 
an option for sale of stock to the brokerage 
firm of G. H. Walker & Co., for o period of 
four months at $250 per share, plus interest 
at 6 per cent from date of giving option. The 
testimony describes various negotiations con- 
ducted by the brokerage firm for sale of the 
stock which was finally disposed of by the 
brokerage firm under its option to representa- 
tives of the American Zinc, Lead & Smelting 
Company at gross price of $400 and to net 
stockholders $375 per share, on condition that 
the American Company be enabled to pur- 
chase all the stock and secure control of the 
Granby properties. 


Exceptions Filed to Trust Accounting 
When the St. Louis Union Trust Company, 


as trustee, filed its accounting and claims for 
statutory fees in administering the Blanke 
estate, exceptions were instituted by Ida 
Mary Loud, daughter and sole heir of Mary 
J. Blanke. The trial court found for plain- 
tiff and held that defendant trust company 
must account to plaintiff for the difference 
between $300 a share, the price received by 
defendant for the 1,735 shares of Granby 
stock owned by the Blanke estate, and $400 
a share, the gross price named in the Kimball 
option. By the trial court’s finding, defend- 
ant was held to account for $100 a share on 
said 1,735 shares, or a total sum of $173,500, 
without deduction of $25 a share for ex- 
penses of sale as provided in the Kimball op- 
tion, and without taking into consideration 
that the shareholders under the Kimball op- 
tion received for their stock only $300 a share 
in cash and took $100 a share in bonds of 
the Granby Company. The testimony tended 
to show that these bonds had a market value 
of not to exceed $75 or $80 on the $100 par 
value. The decree also allowed plaintiff re- 
covery from defendant of interest on $173,- 
500 at 6 per cent per annum from June 1, 1916. 

The suit was originally instituted on Janu- 
ary 16, 1920, by the plaintiff, Ida Mary Loud, 
to have declared void a trust created by the 
will of Mary J. Blanke on the ground that 
it violated the rule against perpetuities. The 
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Missouri Supreme Court, on appeal, held the 
trust void and remanded the cause with di- 
rections to the trial court, to enter a decree 
for defendant and to take aceounting from 
the St. Louis Union Trust Company, the lat- 
ter to turn over to plaintiff the property of 
the trustee estate and to pay attorneys for 
defendant trust company and that all costs 
of the case be taxed against the plaintiff. 

The contest came before the Supreme Court 
of Massachusetts on cross appeals from the 
decree of the Circuit Court of St. Louis and 
the findings of the trial court. Exceptions 
entered on behalf of the plaintiff, Ida Mary 
Loud, dispute the right of the trust company 
to sell the Granby stock; that the trust com- 
pany had no right to give an option on the 
stock ; that the option was void because given 
without consideration; alleging relationships 
existing between the defendant trust com- 
pany and the brokerage firm and that the 
defendant trust company was liable for full 
purchase price paid to holders of Granby 
stock by the American Company. Various 
other important questions as to rights and 
claims of trustee are raised. 


Synopsis of the Supreme Court’s 
Ruling 

In reversing the decision of the circuit 
court and sustaining the St. Louis Union 
Trust Company’s accounting, the decision of 
Judge Seddon of the Supreme Court of Mis- 
souri is concurred in by all the other judges 
of the court. The salient parts of Judge Sed- 
don’s ruling, omitting various citations, are 
given herewith: 


Duty of Trustee to Sell Speculative Stock 


“(1) Was it the duty of defendant to sell 
the Granby stock, bearing in mind the nature 
and character of the stock and the obligations 
imposed by law on a trustee with respect to 
the retention of unsafe or doubtful in- 
vestments? We think this question must be 
answered in the affirmative. The evidence 
tends to show that the business of the Granby 
Company was largely the mining and smelt- 
ing of zine ores. The future prosperity of 
the company depended to a large extent upon 
the duration of the war, which defendant’s 
officers, and those with whom they consulted, 
thought would not likely continue for many 
months. These conditions gave to the Granby 
stock a speculative character in the opinion 
of defendant’s officers. 

“By the weight of authority, mining stock 
is regarded as a wasting investment, and it 
is the duty of a trustee to sell with due 
diligence wasting investments and convert 
the same into property of a more permanent 
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and profitable, yet reasonably safe, character. 
The fact that the investment was originally 
made by the testatrix herself and came to 
defendant as part of her estate did not jus- 
tify defendant in retaining the investment, 
if sound business judgment prompted its sale 
and reinvestment in other profitable and rea- 
sonably safe securities, absent, of course (as 
in this case), a positive direction in the will 
that the investment must be continued by 
the trustee. 


Crucial Point as to Option Power 


“(2) The crucial legal question in this 
case is whether defendant had the power, 
under the terms of the will of Mary Jane 
Blanke, to give the Walker option. The 
power conferred upon defendant by the will 
is therein expressed: 

“The trustee shall have power, at any time 
and from time to time, to sell any of the 
trust property or estate, for such price or 
prices and upon such terms and conditions as 
it may determine. Any money coming into 
its hands as the proceeds of any such sale 
or otherwise and forming a part of the prin- 
cipal of said trust estate shall be forthwith 
invested by it. In making such investments 
the trustee is giwen full power to purchase 
any property, real or personal, which it may 
think desirable to acquire and hold as part 
of the said trust estate.’ 

Plaintiff contends (rightly, we think) that 
defendant must look to the will for its 
powers in the execution of the trust and 
the management of the trust estate. She 
furthermore contends that, while the will con- 
fers upon the trustee the discretionary power 
to sell any of the trust estate, nevertheless 
the will does not grant the power to give 
an option; that the power to sell is a mere 
naked power, and cannot be enlarged or con- 
strued to include the power to give an option. 


Law as to Power of Sale Conveyed by Will 

“(3, 4) It has been 
that the power of sale conferred by will is 
a mere naked power, and does not include 
the power to mortgage the trust property 


ruled by this court 


(Price vs. Courtney, 87 Mo. 387, 56 Am. Rep. 
453, Dougherty vs. Dougherty, 102 S. W. 1099, 
204 Mo. 228) ; nor does it include the power to 
give away or exchange the trust property 
(Garland vs. Smith, 64 S. W. 188, 164 Mo. 1; 
Tallent vs. Fitzpatrick, 161 S. W. 689, 253 Mo. 
10). It is well established, by the weight 
of authority, that an option is neither a 
sale nor an agreement of sale. The distinc- 
tion between an option, a sale and an agree- 
ment of sale is concisely expressed by James 
on Option Contracts, p. 105. 
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“In most of the cases cited by plaintiff 
the option was coupled with, and was an in- 
tegral part of a long-term lease of real prop- 
erty. It does not appear in those cases that 
the chief or main purpose of the trustee in 
giving the option was to bring about a sale 
of the property; nor does it appear that 
the giving of an option was the only way 
in which a sale could have been brought 
about. In other words, apparently the op- 
tion was given in each instance merely as 
an incident; to the lease, and the option ran 
for a long period of time. 

“The Supreme Court of Oregon in a com- 
paratively recent decision (Crown Co. vs. 
Cohn, 172 P. 804, 88 Or. 642), has squarely 
ruled that a trustee has the power to give 
an option under a trust deed which author- 
ized the trustees therein named to take pos- 
session of said property, manage and control 
the same, ‘lease, mortgage, sell or convey 
the same, and to reinvest the proceeds thereof 
in such other property or securities as to my 
said trustees shall be deemed advisable. . .” 


“Opposing plaintiff’s contention, defendant 
maintains that, where the authority is gen- 
eral to perform and carry out a particular 
object, a resort to the ordinary and usual 
methods or means comes within the scope 
of the power, and it will always be inferred 
that a testator intended to give his trustee 
every authority which is necessary for his 
declared purpose. Defendant’s contention in 
this respect seems to be amply supported by 
authority. . . . 


Justified in Selling Granby Stock 


“We think that the evidence tends to show 
that the Granby stock was of a speculative 
character, and that it was not a profitable 
asset of the trust estate. Under such cir- 
cumstances, we believe, and have so ruled, 
that it was the duty of defendant trustee 
to sell the same; at least the will gave the 
trustee the discretionary power to sell the 
same. The record tends to show that, over 
a period of several months, the defendant 
through its officers made efforts to sell the 
stock, but were unable to find a purchaser 
or even get a bid therefor. The only chance 
of selling the stock seemed to be dependent 
upon the giving of the Walker option. ‘ 
Under the circumstances, we believe that 
defendant was justified in resorting to the 
ordinary and usual method of giving an op- 
tion for a comparatively short time at an 
apparently then reasonable price in an en- 
deavor to bring about a sale of the stock 
under the powers conferred by the Blanke 
will. 
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Option Contract Binding 

“(5) Plaintiff urges that the Walker op- 
tion was without consideration. and hence 
that it was unenforceable and voidable. It 
is conceded that no money consideration 
passed from Walker & Co. to defendant at 
the time of giving the option contract. a 
We think there was mutuality of obligation 
to support the option contract. Warren vs. 
Coal Co., 207 S. W. 883, 200 Mo. App. 442. 
Even though the Walker option may have 
been unilateral in its inception, when Walker, 
in reliance thereon, expended time and money 
in endeavoring to procure a purchaser for 
the stock, such acts upon his part, under 
the holdings of this court and our Courts of 
Appeals, made the contract bilateral and 
binding upon both parties. 


Charge of Relationship Not Sustained 

“(6) Plaintiff contends that, by reason of 
the relationship existing at the time between 
certain of the directors of defendant trust 
company and the Walker organization, the 
Walker option is voidable at the election of 
plaintiff. It is unquestionably an established 
rule of law that an individual, in the capacity 
of a trustee, may not sell to himself, to an 
immediate relative, or to an intermediary or 
‘straw party’ acting in his behalf or for his 
benefit, and that such a sale of trust prop- 
erty is voidable without proof of actual fraud. 
But none of those situations applies in this 
ease, for this is not a case of an individual 
(as distinguished from a corporate) trustee 
selling to himself, or to any of his relatives, 
or to a corporation in which he is a director 
or a stockholder. 

“Defendant, as a corporate entity, owned 
no stock and had no pecuniary interest in 
either the Walker partnership or the Walker 
corporation. The directing head and prin- 
cipal stockholder in the Walker corporation 
was G. H. Walker, who was neither a stock- 
holder nor director in the trust company, nor 
was he related to any officer or director of 
the trust company. No member of 
the committee on trust estates was a stock- 
holder in the Walker corporation or related 
to any one connected with the Walker or- 
ganization, except W. K. Bixby, and he, at 
his own request, was recorded as not voting, 
although he was not at that time a stock- 
holder in the Walker corporation. The 
Walker option was signed and delivered by 
Mr. Shepley, president of the trust company, 
on that same day. It was not until April 20, 
1916, more than a month thereafter, that 
defendant’s board of directors approved the 
report of its trust officer, which report con- 
sisted of some twenty or more items of sales 


or investments pertaining to various trust 
estates, including the giving of the Walker 
option on the Granby stock of the Blanke 
estate. Thirten members of the board, in- 
cluding Bixby, Filley, Jones and West, at- 
tended that meeting, and all present voted 
to approve the report of the trust officer. 
Do these facts render voidable the Walker 
option ? 


Approving the Sale of Securities 


“(7) Plaintiff asserts that, although the 
Walker option was authorized by defendant’s 
committee on trust estates, and although no 
member of that committee who voted to give 
the Walker option was a _ stockholder or 
interested in any way in the Walker organi- 
zation, nevertheless the statutes of this state 
required the directors of the trust company 
to approve the sales of all securities, and 
hence the action of the trust committee was 
not legal or binding until approved by de- 
fendant’s board of directors. : 

“Defendant maintains that its directors 
had the power, without statutory authority, 
to delegate to its committee on trust estates 
the ‘general supervision of the management, 
sales, and other disposition of all trust es- 
tates,’ and that said committee had legal 
power to authorize the giving of the Walker 
option, which became legal and binding upon 
its execution and delivery by the president 
of the trust company, without the approval 
or further action of the board of directors. 
In this contention, defendant apparently has 
the support of respectable authority. 
In several of the cases chiefly relied 


upon 
by the plaintiff in support of her contention, 
a corporate trustee dealt directly with, and 
made a sale or option to, one of its own di- 
rectors, who profited thereby, a fact and cir- 


cumstance, we think, differentiating those 
cases from the instant case. We believe the 
relationship existing between certain of de- 
fendant’s directors and the Walker organiza- 
tion is too remote to invalidate or render 
voidable the Walker option, in the absence 
of proof of actual fraud or bad faith upon 
defendant’s part. 


Consultation with Beneficiaries Not Necessary 


“(8) The evidence shows that neither 
plaintiff nor her sons, beneficiaries of the 
trust, were consulted by defendant’s officers 
before the giving of the Walker option or 
the sale of the Granby stock and plaintiff 
insists this circumstance is indicative of bad 
faith upon defendant’s part. We do not re- 
gard this circumstance as evidence of bad 
faith, for the Blanke will did not require 
defendant to consult the beneficiaries in mak- 
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ing a sale of any of the trust property. An 
examination of the will discloses that the 
trust created thereby was in the nature of 
a ‘spendthrift trust,’ indicating that it was 
the intention of the testatrix to substitute 
the judgment of the trustee for that of the 
beneficiaries in the management and sale of 
the trust estate. By the terms of the will, 
defendant was granted the power to sell any 
of the property according to its own judg- 
ment. It certainly was not necessary, as a 
matter of law, for the trustee to consult with 
plaintiff or her sons, or to obtain their con- 
sent to, or approval of, such sales. Hence, it 
cannot be charged with bad faith in failing 
Oty Rie Ws Te 

Voiding of Trust Does Not Affect Right 
. “(9 Plaintiff contends that, since the trust 
under which defendant held the Granby stock 
and made the sale in question has been de- 
clared void by this court as violating the rule 
against perpetuities, therefore the property 
belonged absolutely to plaintiff from the date 
of death of Mrs. Blanke, the testatrix, that 
defendant is bound to know the law, and 
hence it was a mere custodian of the stock, 
and had no right or power to sell the stock 
without plaintiff’s consent. ‘ 

“It is undeniable that plaintiff acquiesced 
in defendant’s administering the trust and 
raised no question as to the validity of the 
trust until almost four years after the sale 
of the Granby stock. An admission of this 
fact was made by plaintiff’s counsel, on her 
behalf, at the trial, and is set out in the 
record. Acting at the time under the power 
conferred upon it by the Blanke will and 
believing (as we think it had a right to be- 
lieve) that the trust created by the will was 
valid, the trust company should not be 
held liable for the sale of the stock because 
some years afterward the trust is held void. 

“We therefore hold that the trial court 
erred in finding for plaintiff and against 
defendant upon plaintiff's exception No. 1 to 
defendant’s account (relating to the sale of 
1.735 shares of the capital stock of the Gran- 
by Mining & Smelting Company) and in 
entering a decree surcharging defendant’s 
account as trustee with the sum of $173,500 
and interest thereon. Plaintiff's exception 
No. 1 must be overruled and disallowed. 


Compensation Claims Upheld 
“(10) Plaintiff’s exception No. 2 relates to 
the compensation allowed defendant for its 
services in the administration of the estate. 
“These commissions are computed upon the 
basis of 5 per cent upon the distributed in- 


come of the trust estate. Defendant, upon 
the filing of its account, prayed a further 
allowance of $57,162.48 as compensation for 
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its services as trustee, which latter amount 
is computed upon the basis of 5 per cent upon 
the corpus, or principal, of the trust fund, 
disbursed on termination of the trust. The 
evidence is to the effect that the usual and 
customary charge or compensation paid to 
trustees for a similar service is 5 per cent 
upon the income of the trust distributed to the 
beneficiaries, and 5 per cent upon the corpus, 
or principal, of the trust fund disbursed upon 
the termination of the trust. * * * 

“Plaintiff complains of the allowances to 
defendant in toto, on the ground that, where 
a trustee is guilty of maladministration, he 
is not entitled to any compensation for his 
services. Our ruling on the first exception 
necessarily disposes of this contention, and 
it is ruled against the plaintiff. We find no 
error in the action of the trial court in over- 
ruling plaintiff's exception No. 2 and in 
making and ordering the additional allow- 
ances of compensation to defendant in the 
respective amounts shown by the decree. 

“(11) Plaintiff’s exception No. 3 relates to 
allowances to defendant for attorney’s fees 
and court cases. * * * 

“Our ruling upon the former appeal be- 
came the law of the case, and no error was 
committed by the trial court in overruling 
plaintiff's exception No. 3 and in allowing 
defendant to take credit in its account for 
the sum of $15,000 paid to its counsel under 
date of June 14, 1921, and in fixing the 
amount to which defendant is entitled to 
take credit for services of its counsel in this 
court upon the former appeal at the sum of 
$5,000. Neither did the trial court err in 
fixing the amount for which defendant is 
entitled to take credit for services due its 
counsel in filing its account and in the prep- 
aration and trial of plaintiff’s exceptions 
in the circuit court at the sum of $10,000. 

“This court held, in Jackos v. Jacobs, 
12 S.W.457, 99 Mo.427, that an executor, 
who, of course, is necessarily a_ trustee, 
is entitled to an allowance for attorney’s 
fees in defending his final settlement of the 
trust. Allowances to defendant for attorney’s 
fees are supported by the testimony of two 
prominent members of the St. Louis bar as 
reasonable. The costs were properly assessed 
against plaintiff. 

“Tt follows that the accounts of defendant 
tiust company, as filed, should be approved, 
and that the additional allowances made by 
the trial court to defendant for its compen- 
sation and also for attorney’s and counsel 
fees should stand. The decree of the circuit 
court is accordingly reversed, and the cause 
is remanded, with directions to the circuit 
court to enter a final decree herein in ac- 
cordance with this opinion.” 
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GUARDING AGAINST UNWHOLESOME TENDENCIES AND 
MISMANAGEMENT IN AMERICAN BANKING 


CLEARING HOUSE SUPERVISION 


AND APPROVED STANDARDS OF PRACTICE 


CRAIG B. HAZLEWOOD 


Vice-President, Union Trust Company, Chicago, Illinois 


(Eprtor’s Note: 


One of the most notable addresses at the recent annual convention 


of the American Bankers Association in Los Angeles was that presented by Mr. Hazle- 


wood, who was elected second vice-president of the Association. 


Following are salient 


parts of his talk on “Better Banking” before the State Bank Division, in which he sub- 
mitted practical formulas that are deserving of earnest consideration. ) 


E are all interested in improvement 
of the banking business as a whole, 
regardless of whether our own insti- 

tutions are as strong as any in the land. We 
are intelligently selfish if we are thus inter- 
ested, for whatever affects the safety of the 
banking business as a whole, affects our own 
institutions in proportion. 


First, let us consider some of the plans pro- 
posed to make banking safer by changes in 
legislation. There is the guarantee of deposits 
method, either by the state or by funds 
raised by assessment under the management 
of the state. The best answer to this is, of 
course, to be found in the experience of those 
that have tried it. It has been an actuai 
failure in Oklahoma, South Dakota and Kan- 
sas, and it has been only a partial success In 
Nebraska, because its management has been 
directed by experienced bankers. In a recent 
questionnaire sent to Nebraska bankers, how- 
ever, 55 per cent stated that they regarded 
it as a mistake. The reasons for the failure 
of this system are not difficult to find: first, 
because its control has usually been placed 
in political hands; and, second, because its 
principle is inherently wrong. A state guaran- 
tee of deposits of all banks under state charters 
provides for an insurance without reference 
to the risk involved. No privately owned 
insurance company would undertake to issue 
a bond or guarantee for every dollar of de- 
posits in all the banks of any state. They 
would be very glad to do so, without doubt, 
for by far the greater amount of deposits. 
Unquestionably, however, they would re- 
serve the right of selection of the risks. 


Unit and Branch Banking Systems 


Among the advocates of branch banking in 
this country, there are those who argue that 


if we were to abandon the unit system of 
banking and change to a system of country- 
wide branch banking we would improve the 
safety of banks. The general subject of 
branch banking is one of very active interest 
at the present time in view of the discussions 
regarding the McFadden Bill. I should like 


to. consider at this time only that phase of 
the question which relates to the comparative 
safety of the unit banking system and the 
country-wide branch banking system. 


All of 


Craic B. HAZLEwoop 
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us know that some critics of our banking 
system say that our bank failure record of 
the last few years is in itself proof of the 
failure of the unit banking system. It 
is my opinion that these assertions are not 
justified. 

In the first place, there is no inherent 
strength in size alone. It is presumed that 
the average banks with branches would be 
much larger than the average unit banks as 
we now have them. The totals of a large 
institution include the totals of deposits, which 
are liabilities. It is customary for us to brag 
somewhat about our volume of deposits, 
which means the amount of our liabilities to 
the public. The ratio of the margin of safety 
represented by stockholders’ money, the re- 
serves in cash and other liquid assets that are 
maintained, and the good management that 
is directing the affairs of the very large in- 
stitution may make it just as strong and se- 
sure as any bank in the land, but not more so. 
The opportunity to observe fundamental 
banking principles is always present and they 
“an be practiced in every bank in the land, 
small or large. 

There is no monopoly of sound banking 
practice. Mike Malott’s bank in Abilene, 
Kansas, can be, and is, just as strong in 
proportion to its liabilities as any banking 
institution in New York, Chicago, or Los 
Angeles. The viewpoint of the banker on 
the ground in daily contact with his customer 
is nearly always more reliable. This is recog- 
nized every day by the city banker, who will 
not take on the borrowing account of a cor- 
poration located in another city or town unless 
he does so in cooperation with one or more 
local bankers with whom the concern has a 
close working arrangement. Again, the 
proposition gets back to this—that a bank 
is no better than its management, and the 
opportunities for mismanagement in a large 
city bank with state-wide branches, where 
funds may be siphoned out of local commu- 
nities for the purpose of loaning to favored 
interests in the city, are at least present, and 
must be considered. The failure of a single 
branch banking system, as for example, the 
failure in Australia in 1893, would cause as 
much loss as the failure of a large number of 
small unit banks. On the principle of distribu- 
tion of the risk there is probably something 
to be said in favor of the smaller units. 

There is only one argument in favor of the 
safety of the branch banking system which to 
my mind has any weight, and that is the pos- 
sibility that through the circumstance of 
paying larger salaries they are able in some 
cases to employ experts in various special 
fields or by-products of banking service, such 
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as the handling of trusts, investments and 
foreign exchange. In the field of straight 
banking however, there is no expert any 
better than the country banker, who knows 
his customers and their needs in an intimate, 
personal way, who is concerned in giving to 
his own community the best financial aid and 
advice at his command, and who can be 
depended upon to carry through his obliga- 
tions and his commitments. 

Owing to the nature of California’s agricul- 
tural products, which lend themselves best 
to mass production, and consequently to mass 
financing, state-wide branch banking has 
been developed here as nowhere else in the 
country. I sometimes think that in our own 
consideration of this branch banking matter 
we do not give sufficient attention to the 
public’s possible viewpoint in the matter. 
Apparently the branch banking system is 
popular with the people of California, and 
there is no question regarding the strength 
and high standing of the banks of California 
which are engaged in state-wide branch bank- 
ing. I believe, however, that the temper of 
the American people as a whole, with their 
disposition towards free and open competition, 
will be unalterably opposed to the elimination 
of the unit banking plan. 


Banking Supervision and Responsibility 


If we conclude that guarantee of deposits 


is not fundamentally sound and that the 
adoption of branch banking would be no 
panacea for bank failures, are we therefore 
forced to the that no measures 
we can adopt will improve our banking situa- 
tion? I do not believe that this conclusion 
follows, but it seems to me that there are two 
general courses we can pursue, each of which 
will greatly assist in making our banks 
stronger and our failures fewer. One of these 
consists of increasing the extent and the 
intelligence of our bank supervision, and the 
other deals with the methods we ourselves 
employ in conducting our business. The 
possibility of human error is present in every 
undertaking. It is impossible to eliminate 
it wholly. If the element of error can be 
materially reduced and if we can make bank- 
ing measurably safer for the banking public, 
are we not accomplishing something really 
worth while from our standpoint? Are we 
not to be held accountable for the bankers 
who cannot be depended upon to make bank 
deposits secure? If we will not assume this 
responsibility, not alone for our own institu- 
tions but for neighboring and competing 
banks, how can we successfully argue against 
the attempt to do so by government guaranty ? 
It is a perfectly human thing to refrain from 


conclusion 
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making a bad loan or a bad investment if the 
result would bring us criticism or censure. 
Only a comparatively few men can be de- 
pended upon to operate single-handed without 
error. 

Supervision of some kind is necessary and 
desirable. The constituted authorities for 
bank supervision under the controller’s office, 
and under various state banking boards, are 
charged with this responsibility by law. They 
are operating efficiently, in the main, and in 
spite of the occasional interference in politics 
or insufficient appropriations they are doing 
fine work. In many however, their 
powers to use discretion and judgment should 
be increased. This is true in the important 
matter of their power to refuse charters for 
unnecessary new banks. Crowding in three 
banks where two could well serve the com- 
munity is a mistake, if by the establishment 
of the third bank there is insufficient business 
to enable any of the three to conduct its 
affairs on a conservative and _ profitable 
basis. There are many other particulars in 
which the laws of our various states can be 
improved to give our banking departments 
a closer check and balance on the operation 
of banks under their jurisdiction. 


rASeS 


Clearing House Supervision 


Supervision that prevents bank disaster is 
more valuable to the stockholders and de- 
positors alike than payment of the deposits 
through liquidation, or by operation of a 
guaranty fund, or by any other form of in- 
surance after failure has taken place. If 
there is a method by which the good banks 
of your county can help to reduce the risks in 
banking, is it not worth while for all of them 
to join together for this purpose? Almost all 
bankers feel that their banks are being 
conducted properly. However, many bankers 
perhaps know of cases of banks which are tak- 
ing unwise risks. They undoubtedly feel 
that some of these institutions may at some 
time get into trouble if they persist in taking 
these risks. They know also that the judg- 
ment of other bankers in their community 
would coincide with theirs about the danger 
of such risks. In many cases these risks 
probably are taken by bankers who are some- 
what inexperienced, who desire to favor some 
particular interest, or who may themselves 
have interests in outside businesses which they 
wish to promote. There is a plan which is 
a demonstrated success in thirty-three cities 
of this country and which has gone a very 
long way to reduce these risks in these com- 
munities. I refer to the plan of a clearing 
house examination. I know that the first 
reaction of many bankers is that this plan 
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is suitable for the city but not for the country 
communities. However, let us examine that 
conclusion before we accept it. 

(Note: Mr. Hazlewood described at some 
length the benefits derived from clearing house 
supervision and examination.) 


Standards of Practice and Their Observance 


The laws regarding banking differ somewhat 
in every state. The National Bank Act and 
the Federal Reserve Board rulings all con- 
tain regulations of somewhat varying charac- 
ter for the conduct of banks. With all this, 
there are differences in the management of 
banks, due to individual opinions and policies. 
This is the human element, and the human 
element cannot be absolutely standardized. 
However, there are certain standard prac- 
tices which, if applied in banking, produce 
uniformly good results. These standard prac- 
tices have been found to be sound and safe 
over many years of experience. Is it not 
worth while to review occasionally some of 
these standard practices and how they may 
be applied ? 

First of all, there is the matter of maintain- 
ing adequate protection in the amount of the 
bank’s capital and surplus. There is, of course, 
the perfectly natural urge to keep down the 
amount of capital so that profits may be 
relatively larger to the individual stockholder. 
It is a recognized rule of thumb, which is 
law in some states, that capital and surplus 
be ten per cent or more of the total deposit 
liability. Banks can operate safely on less, 
but fairness to the depositor dictates the 
wisdom of this condition. 

Good banking practice also demands that 
not too great a proportion, probably not over 
fifty per cent of the total capital and surplus 
shall be invested in fixed assets such as real 
estate, building, fixtures and other real estate 
owned. Sometimes it is necessary that this 
rule be broken, but as soon as possible the 
relative liquidity of the stockholders’ invest- 
ment should be restored. 


Secondary Reserves 


Then there is the matter of reserves, not 
only reserves in cash and due from banks, but 
secondary reserves in strictly liquid assets. 
I believe that some attention should be given 
by American banks to this matter of secondary 


reserves. Every bank having demand de- 
posits or time deposits which may be drawn 
upon heavily in times of stringency should 
have strong secondary reserves in outside 
paper, Liberty bonds, call loans, short time 
securities and other strictly liquid assets. 

At one time the usual answer received by 
anyone who proposed that a bank invest in 
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outside paper was that the bank could not 
afford to loan money at the interest such in- 
vestments pay and that such loans could not 
be made profitably as against local loans bear- 
ing a considerably higher rate. Everyone 
closely in touch with the situation during the 
boom situation .knows, that many. banks were 
giving ‘‘service”’ to such extremes that it was 
impossible for them to earn a profit on the 
rates of yield attainable in strictly liquid 
assets. 

It has by now become quite well substanti- 
ated that the difference in rate represents 
fairly good insurance against the bank’s 
inability to pay out against the quick with- 
drawal of deposits. The banker has been 
preaching diversified farming for many years. 
At the same time this same banker has been 
ignoring the value of diversified loaning. 
Diversified loaning represents the same prin- 
ciple of safety as does diversified farming. 
The one-industry banker takes the same risk 
as the one-crop farmer. 

The banker must take care of the needs of 
his own community, to be sure, but the most 
certain plan for accomplishing this is to keep 
his institution in as liquid a position as pos- 
sible, so that when the extra demand comes 
he can take care of it. He should have an 
amount of slack in his line. I asked the heads 
of the banking departments of twenty-one 
states if they believed that there would be 
fewer bank failures if all the banks under their 
care were to maintain such secondary reserves 
and I received a unanimous answer in the 
affirmative. 


Tying Up Assets in Long Time Loans 


Another principle of sound banking prac- 
tice, and a corollary to the problem of the 
proper secondary reserves, is that we should 
not invest too large a percentage of our assets 
in long time loans which have a much slower 
turnover and which are not likely to be as 


quickly realizable. Of course, a soundly made 
farm loan or city real estate loan can generally 
be turned through a sale to a local investor 
or an outside investor. In times of heavy 
credit demand, however, this buying power is 
likely to be lessened. The bank is fortunate 
that has a good sale for the mortgages it makes 
and that does not feel compelled to pile up 
securities of this character in its own assets 
in order to take care of this part of its cus- 
tomers’ demands. 

A rule of good banking practice is to main- 
tain in the bank files full information regard- 
ing the financial condition of its customers. 
Another good general principle is that a bank 
should be managed so it makes a profit. This 
really should be a truism, but unfortunately 
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it does not always hold true. From the stand- 
point of safety, a profit means, of course, a 
profit largely retained for the surplus account. 
If banks are to be kept safe for the public, 
their-business must be on a profitable basis. 
There are likewise a number of don’ts in this 
matter of conducting a bank so that it shall 
never fail. Overcompetition is one of them. 
One of the certain tendencies of overcom- 
petition is overbidding for deposits and a 
tendency toward the danger line in making 
loans. It is a mistake for a bank to permit a 
borrower to dictate the credit terms. The 
desire to avoid losses from bad loans should 
certainly overbalance the fear of losing new 
business. 

Excessive loans to a single interest is, of 
course, another practice to be avoided. Then, 
there is the prohibition against making capital 
loans, which should be heeded. Perhaps this 
is the most common fault, even with bankers 
who are entirely conscientious regarding the 
methods they employ. There is a distinction 
between making a loan for current needs, the 
liquidation of which is clearly in sight after 
the completion of certain short time pro- 
cesses of crop making, or manufacture, or sales, 
and the making of loans which of necessity 
must be a part of the customer’s actual capital 
for which he has a continuous need. This is 
an exceedingly important distinction to make, 
and the liquidity of the bank very largely 
depends upon it. A bank should not take the 
place of the partner or the stockholder. The 
latter should take the larger risks and thereby 
be entitled to the larger returns. 


Old-Fashioned, but Sound Maxims 


I might summarize in a few words this dis- 
cussion of practical methods we ourselves can 
employ to improve the banking business. 
These will be like the old-fashioned maxims 
which you have always known, but which 
still are worth repeating. Let us list them 
(not necessarily in the order of their im- 
portance), as follows: 

1. Financial statement for every unsecured 
loan of $500 or more. 

2. Let the banker dictate the credit terms. 

3. No excess loans. 

4. Let the loans to officers and directors 
be the best in the bank. 

5. Keep some slack in our line, that is, 
maintain strong secondary reserves in quickly 
realizable assets. 

6. Do not let competition force unprofitable 
business upon us. 

7. Keep our investment in fixed assets, 
such as building, real estate and fixtures, 
within fifty per cent of our capital and surplus, 

8. Do not make capital loans. 
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9. Discard the idea that our competitor’s 
financial position is of no concern to ourselves. 

10. Cooperate with other bankers in the 
common purpose of making banking a 
and more efficient business. 


safe 


As bankers, we have undertaken a respon- 
sibility that goes down to the bedrock of 
human progress. All that is good in life— 
protection of family, ambitions, ideals and 
aims—is interwoven with the interests that 
are entrusted to our hands and minds. On the 
soundness of our advice, the fulfillment of our 
obligations, and the intelligent discharge of 
our responsibilities, rest the fabric of business 
and a large part of the sum of human satis- 
faction. 


CHALLENGE TO TRUST COMPANIES 


No wills were left by two-thirds of the 
persons who died in Brooklyn last year, ac- 
cording to the annual report of the Surro- 
gate’s Court, made public recently by Surro- 
gate George Albert Wingate in Brooklyn. 
The report showed that 4,108 persons with 
property died without leaving wills, and only 
2,643 persons left wills. 
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MONTREAL 


is exceptionally well equipped to 
act in any fiduciary capacity for 
corporations or individuals de- 
siring the realization or adminis- 
tration of assets in Canada. The 
Company maintains a chain of 
branches from Atlantic to Pacific 
and has assets under administra- 
tion exceeding $370,000,000. 
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TRUST BUSINESS ADMINISTERED BY 
PUBLIC TRUSTEE OF ENGLAND 

In the year 1907 the British Parliament 
authorized the establishment of a _ public 
trustee to administer estates and trusts and 
primarily serve those leaving small amounts 
of property. While the office has been uni- 
formly successful it cannot be said that it 
has demonstrated any superior efficiency or 
economy as compared with the administra- 
tion of fiduciary business by the stock banks 
and corporations in England which handle 
trust business. Up to within recent years 
the annual reports of the public trustee 
showed that considerable delay was encoun- 
tered in settling estates, appraising values 
and closing trust accounts. 

The eighteenth general report, recently re- 
ceived from the London office, shows that 
there are 16,455 cases under administration, 
having an estimated value of approximately 
£190,000,000, in addition to large quantities 
of land which have not been valued. The 
result of the last year’s work up to March 
31, 1926, shows a surplus of £24,809, as com- 
pared with a surplus of £37,182 for the pre- 
vious year. The aggregate value of new busi- 
ness during the year was £14,756,253, com- 
pared with £16,176,619 for previous year. 
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MODERNIZING THE STATUTORY RULE AGAINST 
PERPETUITIES 


PROPOSED LEGISLATION IN NEW YORK IN THE INTERESTS OF BETTER 
FIDUCIARY ADMINISTRATION 


JAMES G. DALE 
Attorney-at-Law and Manager New Business Department, Security Trust Company of Rochester, New York 


(Epiror’s NOTE: 


The following article derives timely interest from the fact that at 


the last session of the New York legislature an attempt was made to clarify the rule 


against perpetuities as applied to trusts of life insurance policies and proceeds. 


The 


writer shows that in New York the arbitrary limitations of such statute have prevailed 


without hardly any change since 
merous conflicting interpretations. 


1828 and that the statute has been the subject of nu- 
Mr. Dale advocates the wider extension of modifica- 


tions to apply to various kinds of trusts and thereby enabling trust companies to extend 
the useful scope of fiduciary service in the disposition of property.) 


HE rule against perpetuities is based 
on the belief that it is unwise, econom- 
ically and socially, to allow the complete 
ownership and control of private property 
restricted for more than a 
length of time. This article does not con- 
sider that principle, but rather its practical 
application. Originally, the absolute owner- 
ship or control of private property might not 
be restricted for longer than during the lives 
of persons living when the restriction was 
made. This is the present rule in many of 
our states. 
In New York, the limiting period may be 
measured by only two such lives. Our rule 
applying to personal property is as follows: 


to be reasonable 


The absolute ownership of personal property 
shall not be suspended by any limitation or 
condition, for a longer period than during the 
continuance and until the termination of not 
more than two lives in being at the date of 
the instrument containing such limitation or 
condition; or, if such instrument be a last 
will or testament, for not more than two lives 
in being at the death of the testator. (Per. 
Prop. Law, Sec. 11.) 

The provision in respect to real property 
is to the same effect, although differently 
phrased. 


Conflicting Interpretations of Statute 


The wording of the statute has remained 
practically unchanged since 1828. Yet today 
almost every volume of reports contains cases 
where it is either argued or decided that the 
clear intention of the creator of a trust must 
be set aside because the disposition of his 
property constitutes an unlawful suspension. 


And undoubtedly there are many more in- 
stances where conflicting claims are settled 
out of court—half a loaf being better than 
the possibility of receiving none. 

The apparent difficulty of interpreting the 
statute has given us many conflicting de- 
cisions. There are instances where the same 
case has produced two or even three different 
interpretations, as the facts were passed upon 
successively by the court of origin, the Ap- 
pellate Division and the Court of Appeals. 
Where judges cannot agree as to the mean- 
ing of a century-old statute it is not surpris- 
ing that attorneys are wrong sometimes. 

The New York rule against perpetuities is 
responsible for an economic loss of a consid- 
erable total size. Its two-lives measure is ar- 
bitrary and not necessary to the general 
principle of the rule against perpetuities. 
Its uncertainties tend to curtail the full 
usefulness of trusts. 


Objections Important to Trust Companies 

These objections are important to trust 
companies because we know that all society 
benefits when estates may be disposed of 
wisely and administered promptly and eco- 
nomically, and because we are directly in- 
terested in removing any obstacle to the 
fullest usefulness of trusts. Incidentally, 
the trustee of a trust that is partly or wholly 
void is almost certain to be blamed by the 
beneficiaries for the resulting loss. And these 
objections to the New York rule become more 
important every day because of the rapidly 
increasing number of our clients who are 
creating trusts. 

At the last session of the New York leg- 
islature an attempt was made to clarify the 
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rule against perpetuities as applied to trusts 
of life insurance policies and their proceeds. 
Bills were passed which provided that the 
life of the insured who created the trust 
should not be counted as part of the period 
during which the absolute ownership of the 
property is suspended. These bills also de- 
clared that income from other funds of the 
same trust or dividends upon the trust in- 
surance policies, if used to pay the premiums 
on the policies, should not be considered as an 
accumulation in violation of our statute. 
The Governor vetoed the bills, principally 
because they proposed to amend the Insurance 
Law rather than the Personal Property Law 
and the Real Property Law, which contain 
the statutory expressions of the New York 
rule against perpetuities. However, the fact 
that the bills were passed is  encour- 
aging. And it suggests the possibility of 


simplifying the rule in other respects. 


Substance of Proposed Remedial Legislation 


The essential part of these bills, bearing on 
this discussion is as follows: 

A deed which creates a trust in property 
consisting of a policy of life insurance insur- 
ing the creator of the trust and which directs 
that the income shall be applied to the pay- 
ment of premiums shall not be considered as 
effecting an accumulation, and in such a 
trust the life of any persen who may be the 
insured in any such policy shall not be count- 
ed as part of the period during which the 
absolute ownership of the property is sus- 
pended. 

Why did the drafter of these bills limit 
their application to trusts in which the same 
person is both the insured and the creator 
of the trust? Suppose a wife makes a trust 
of the prospective proceeds of insurance on 
the life of her husband, and provides that 
the income from the trust fund (the proceeds 
of the policies) shall be paid to her during 
her life and then to a daughter during the 
daughter's life. The proposed amendment 
certainly implies that the husband’s life is 
one of the two permitted measuring lives. 
Hence there would be an unlawful suspension 
for three lives, although identical trust pro- 
visions in a trust created by the husband 
would be valid after the proposed amend- 
ment. 


As far as the writer knows, no case has 
decided or suggested that the life of the 
insured becomes one of the lives during which 
ownership is suspended merely because the 
insurance proceeds will not be paid to the 
trustee until the insured shall die. But 
careful attorneys fear that such a decision 
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might be rendered, and as said above, these 
bills imply that such is the law. Doubtless 
the majority of the insurance trusts now in 
existence would be invalidated by such a 
construction. 

This then is one uncertainty which the 
proposed amendment would remove ; provided 
the trust in question is created by the 
insured. It would seem fully as important 
to eliminate the life of the insured when the 
trust is created by another person. 


Applying Change to Other Trusts 


And if there is sound reason for permitting 
the ownership of property to be suspended 
for three lives in the case of life insurance 
trusts, why not make the same change in 
the case of every trust? Or why measure 
by three lives rather than by four or ten, 
or any number? 

It may be interesting and to the point 
to recall that the courts have interpreted 
our statute as liberally as possible, in order 
to carry out the intention of the creator 
of the trust. Take for instance, a trust to 
pay income to the wife of the grantor during 
her life and then to three children equally, 
and as each child dies to distribute one-third 
of the principle. In such case the courts 
say that there are not four measuring lives; 
that when the wife dies the single fund must 
be considered as divided in three equal trust 
shares held for the benefit of the respective 
children. It follows that there are only 
two lives during which the ownership of any 
one of these imaginary shares is suspended, 
the lives of the wife and of one child. 


Contingent Substitution 


Another and more involved construction 
permits the contingent substitution, after 
the trust is created, of the life of one of 
several persons as the second measuring life, 
provided the substitution shall take place 
during the first measuring life. To illustrate, 
a living trust was created by A to pay the 
income to B and her three children until the 
youngest child who should survive A should 
reach the age of twenty-one, at which time 
the principle should be paid to B and her 
children. The validity of this trust was 
attacked when A died, ten years after cre- 
ating the trust. The trust was declared 
good. (VanCott v. Prentice, 104 N. Y. 45) 
The court said: 

The deaths of any of the three children * * 
during the life of the settlor, had such oc- 
curred, would have been immaterial, as his 
own and not theirs was one life measuring 
the duration of the trust, and at its ter- 
mination the life or minority of the youngest 
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of the three then living is the only other 
life bounding such duration, 

A similar contingent substitution of the 
second measuring life was approved in 1892 
in the case of Schermerhorn v. Cotting, 131 
N. Y. 48. Again in May, 1926, we find 
the Court of Appeals again approving the 
same principle in the case of Matter of 
Buttner, 241 N. Y. 1., modifying the con- 
struction of the Appellate Division which had 
modified the decision of the Surrogate. 

Thus we see that in some circumstances 
three or more lives may be involved in a 
legal suspension of ownership, although only 
two such lives may measure the actual period 
of suspension. Judicial construction has done 
this in order that an arbitrary and artificial 
limitation in the statute should not defeat 
a rational plan of disposition of the grantor’s 
or testator’s property. The recent attempt 
to amend the statute in respect of life in- 
surance trusts is another step in the same 
direction. 


Applying Simplification to Living Trusts 

But all of this confusion could be ended 
by changing the statute so that any number 
of lives may measure the duration of the 
trust. 

The writer would like to see this sim- 
plification carried even farther in respect 
of living trusts so that the designation of 
the measuring lives may take effect at the 
death of the creator of the trust. At present 
such lives must be selected at the date of 
the trust instrument. 

A trust share cannot be held for the life 
of a person who may be born after the trust 
indenture is executed. This is an important 
practical objection to the creation of a living 
trust in many instances. The great majority 
of such trusts are created to care for shares 
of children or grandchildren until such bene- 
ficiaries shall reach years of maturity and 
discretion. The grantor’s desire is to pro- 
vide for the members of a class which he 
knows may be increased in number during 
his life. 

It is true that the indenture may be made 
revokable, and then be revoked and replaced 
by another to provide for an additional child. 
Or a trust share for an after-born child may 
be provided for, to continue in trust for the 
lives of living persons. But such methods 
are cumbersome and complicated. If they 
do not discourage the client at the beginning, 
they may actually fail of their purpose 
through the subsequent neglect of the grantor 
or the untimely deaths of the persons whose 
lives are used as the measure. 

Remember that a will may create trust 
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shares to continue for the lives of beneficiaries 
who may be born long after the will is ex- 
ecuted, provided they are born before the 
death of the testator. If our rule against 
perpetuities were to be changed so that in 
this respect the same trusts could be created 
by indenture as by will, the sound under- 
lying principle of the rule would not be 
weakened. 

Technical rules of construction and of stat- 
utes interest us to the extent that they may 
hinder or aid trust companies in the larger 
aspects of our services: to help with prac- 
tical suggestions the man who wishes to 
dispose of his property in a sensible fashion, 
to administer efficiently the funds entrusted 
to us, and to educate dependents in the art 
of investing and using the funds that we are 
to turn over to them. 

Would not a simplification of the New 
York rule against perpetuities help? 

a gd & 

The Peabody Trust Company is being or- 
ganized in Boston, including some of the 
members of the firm or associated with Kid- 
der, Peabody & Company, as incorporated. 

The new Lorain-Triskett office of the Pearl 
Street Savings & Trust Company of Cleve- 
land was recently opened. This makes the 
fourth office operated by the company. 
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STORIES OF COLUMBIA SERVICE—NO. VII 


THE MANUFACTURE OF ROOFING MATERIALS— 
AN ENTERPRISE FLOURISHING IN OHIO 





Felt roofing in process. Rag pulp, entering this machine, emerges in dried shee 
which are slit and wound into “iumbo rolls” for saturation with 


Beauty, durability, convenience, adaptability are some of the advan- 
tages which in recent years have given impetus to the manufacture 
of roofing materials, tripling the value of such products within a 
decade. Side by side with metal. wood, burnt tile and slate is now 
to be seen a growing array of so-called ‘composition’ materiais— 
asphalt paint and shingles, roofing and building paper, roofing 
cement, crushed furnace slag, cement roofing tile, pine tar, tarred and 
other saturated felts, shingle stains, water-proofed cotton duck, 
tarpaulins, mastic, roofing pitch. The present national output of 
these latter materials is worth close to $100,000,000 annually, while 
responsible trade authorities report that 70% of modern roofing 
is of the “composition” variety. 


In this enterprise Ohio ranks among the states fourth in total 
production and third as regards product-walue. In Cincinnati and 


its environs is found a group of roofing manufacturers whose goods 
are known from coast to coast. 


Through development of the use of its electric light and power in 
industry, Columbia System's importance as a fundamental factor in 
the thriving life of this pre-eminent industrial region is becoming 
more and more evident. It furnishes energy which, when-applied 
to raw materials, produces commodities finding a ready market 
everywhere in the United States and in many foreign lands. While 
the physical boundaries of Columbia System are definite, its influence 
is confined to no fixed limits. 


This is the seventh of a series of advertisements in which we propose to give you 
detailed information of the services performed by Columbia System companies for 
these communities, their industries-and their homes. Investment in Columbia 
System securities is, in a real sense, investment in the marvelous Ohio Valley. 


COLUMBIA GAS & ELECTRIC COMPANY 


OFFICE of the kc 61 BROADWAY 
PRESIDENT NEW YORK 














THE PLEASURE OF MAKING A WILL 
INCLUDING A FEW HINTS ON “THE ART OF DYING HONORABLY” 


WILLIAM KITCHINER, London, England 


(Epiror’s NOTE: 


The following reproduction of an old essay written-by an English 


philosopher over a hundred years ago, and published in London in 1822, must impress 
every reader as an echo from the grave, calling upon men to pause in their absorbing 
pursuits to give thought to the mortality of human life, to set their houses in order and 
to acquire that peace of mind which can come in the final moments only to those who 
have made wise provisions for the care of their families and the safety of their estates. 
The essay affords a striking commentary on the fact that the habit of procrastination 
and of aversion to will writing still persists despite the frequent cautions and the im- 
proved instrumentalities of fiduciary administration which are now available to those 
of large or small means through the refinement of trust service. The essay is reproduced 


in the quaint Old English phraseology.) 


ITHOUT tranquillity of Mind it is 

in vain to expect Health—and what 

thinking Being can enjoy tranquil- 
lity of mind, while He reflects, that DEATH! 
—may in an Instant, plunge into Misery, 
those around him, his contribution to whose 
Happiness, has constituted a large part of 
his own—yet how Many, after having en- 
dured toil and anxiety for Years, to accumu- 
late the means of providing for their fami- 
lies, friends, and dependants, from neglect- 
ing to devote a few Hours, to the arrange- 
ment of their affairs, have frustrated the 
purpose and intention of a long life of 
labour! 

The aversion that Persons have to think 
at all upon this subject, is no less true than 
strange—this must arise, from a want of 
consideration of the importance of the act 
to Themselves,—as well as to those who are 
dependant upon them: the general inatten- 
tion to this subject, can only be attributed 
to the truth of the Observation of the Poet 
YOuNG, that 


“All men, think all men mortal but them- 

selves.” 

It is difficult to suppose any rational crea- 
ture so void of consideration, as to postpone 
the arrangement of his affairs, because he 
is young and healthful. 

“Be wise to-day, ’tis madness to defer.” 

Youne. 

This most important business, can only 
be done properly, when the mind is at ease, 
and undisturbed by any anxieties about the 
Body :—it will be sufficiently disturbed, by 


contemplating the awful event at a distance 
—what a tremendous irritation must it not 
produce when postponed till—‘“the last 
hour! ! !” 


Seeing Loved Ones Defenceless 


What a painful but imperative duty it is 
to the friends of a sick person, to be obliged, 
at such a time, instead of soothing him with 
Hope,—to sink his spirits with hints, that 
they despair of his recovery! ! ! 

The annihilating shock given by the com- 
munication that You are not only dying,— 
but leaving those You love defenceless and 
pennyless in the wide world, probably ex- 
posed to the horrors of ruinous litigation— 
to a feeling and sensitive mind, at such a 
moment—is sufficient to hasten, if not pro- 
duce—DEATH. 

Is it not wonderful, that with all this in- 
tense stimulus of both “Self Love and So- 
cial’ to do this deed of duty, that any man 
should put it off for one moment? 

Even when the disposal of Property which 
the law makes in case any one dies without 
a will, is exactly what the person wishes— 
still who would forego the satisfaction of 
leaving that consolation to his relatives, aris- 
ing from their conviction that the provision 
made for their future comfort, was also the 
premeditated desire of him for whom they 
mourn! 


“When such friends part, ’tis the survivor 
dies.” YOUNG. 


But how many cases are there, where the 
disposal ordained by the Law, may be the 
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very last that it is the intention and duty 
of the person to dictate! 


Claims of Gratitude 


Are not the claims of gratitude to those 
Friends who have contributed most essen- 
tially to the comfort of your Life!—to Those 
who have perhaps laid the foundation of 
your Fortune!—as strong, as those of dis- 
tant relatives who have never rendered You 
a single service in the whole course of your 
Existence !—whom perhaps You have scarce- 
ly ever seenj—whom you have found, as 
Hamlet says, “less than kind?’—Folk who 
have had no other Anxiety about You—save 
that arising from your Apothecary’s report 
of your good health, and the probability of 
your long enjoying it!!! 

Servants who have long served us dili- 
gently—the Summer of whose Life, we have 
reaped the advantage of—we are bound in 
Equity, to make some provision for during 
the Winter of Age. 

Those to whose faithful and careful su- 
perintendence of our affairs, we are in a 
great measure indebted for our own indepen- 
dence, and those relaxations from Business 
without which, we should not have lived 
half our days—are not such Persons fairly 
entitled to participate in the 
such Independence? 

An honest Man must feel it a most gratify- 
ing act of Justice, to leave to such Servants 
a remuneration, proportionate to the quan- 
tum of Service rendered, and to his means 
of rewarding it:—this is best done by giv- 
ing them an Annuity for Life, payable Quar- 
terly, or Monthly. 


blessings of 


“Nullius Filius” 


But how shall I touch upon the most 
powerful of all claims to our protection— 
the Claims of Him who, as the law expresses 
it, has no kindred—who is “nullius filius,” 
who has no protector but his reputed par- 
ent! ! !—The slightest hint on this head is 
sufficient— 

“Unreasonable Creatures feed their Young.” 
SHAKESPEARE. 

A Will made to provide for such a Child 
—and to exclude the pretensions of Heirs 
at Law—should be framed with the most 
careful attention—the Testator must take 
every possible precaution to strengthen such 
an Instrument—and, in the description of 
such a Child, it is advisable to copy the 
Register from the Parish Books where it 
was Born and Christened—and preserve the 
Certificate thereof with the Will. 

Young Persons who are not possessed of 
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solid Property, should avail themselves of 
the opportunity afforded them by the Lire 
INSURANCE OFFICES—at a very easy rate (in 
consequence of their Youth) they may leave 
sufficient to secure from Poverty and Wretch- 
edness, those for whom by the Laws of God! 
and Man,—they are bound to provide. 


The Man Who Makes His Own Will 


But let no Man attempt to make his own 
Will from any prescribed form that may be 
recommended—this should be done by an 
able Solicitor, who, if the Devise be of an 
intricate nature, will lay it before a Counsel 
—if You do not choose to acquaint him with 
the names, &c. of the Legatees, desire him 
to leave blank spaces, which You may Your- 
self fill up before You sign the Will—for 
there must not be any alteration or addition 
after. 

The Charge for making a Will, is trifling, 
compared to the comforting reflection thence 
arising—of having done your Duty to the 
utmost, to protect and provide for all who 
are dear to you;—this consideration must 
be one of the most powerful consolations on 
a Death Bed, that an honest Heart 
feel! !! 

A Devise of FREEHOLD, CopyHOLp, or LIFE 
EsTaTES—or ANNUITIES—requires three cred- 
ible Witnesses, and the Will must be Signed 
—Sealed—and Published in their 
and these Witnesses must 
names thereunto in the presence of each 
other, and of the Testator,—and that they 
have so done, must be expressed in the at- 
testation.—See BLACKSTONE’s Commentaries, 
book ii. chap. 23. 


can 


presence, 
subscribe their 


By Publication, is meant that the Testator 
must declare to the Witnesses that it 
last Will. A Will must 
and year it is signed, &c. 

In the publication of a Will, it is not nec- 
essary that the Witnesses should be 
acquainted with its contents. 


is his 
be dated the day 


made 


“If your estate consists of what is called 
personalty, as Money—Goods—Leasehold Es- 
tates, and the like, You may make your Will 
yourself without any witnesses; and any two 
persons who know your handwriting, may, 
after your death, prove it: But it is better 
to have two order that the 
execution of the Will may be proved without 
difficulty. 


Witnesses, in 


Forms of Conveyance 


The usual words for conveying a fee Sim- 
ple (i.e. the absolute and entire interest in- 
a freehold, or an estate for ever,) either by 
deed or will, are “heirs and assigns for ever.” 
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If the devise be to a Man and his Assigns, 
without annexing the words of perpetuity, 
then the devisee shall only take “an estate 
for life.” 

Where it is intended a Man should have 
only an estate for life, the usual method, 
both in Deeds and Wills, is to convey the es- 
tate by the words, “during the term of his 
natural Life.” 

“When any Estate—or Effects—or Annu- 
ity, is given to a Married Woman, it is gen- 
erally bequeathed to some person in trust 
for her—or to her, for her sole and separate 
use, with directions that her receipt alone, 
shall be a sufficient discharge for the same; 
—thereby, to prevent what is given being 
subject to the control or debts of the Hus- 
band.” 

“If any Legacy, &c. be given to a Married 
Woman absolutely, without such restrictions, 
it will be as if the same were given to the 
Husband.” 

And when a Legacy is given to a Single 
Woman, the like precaution should be made, 

-in the case of her future marriage. 

“Marriage, and the birth of a posthumous 
Child, amount to the revocation of a Will.” 
—5 T. R. 49. 

WILLs AND Copici_s, whether of Freehold 
or Personal Property, should always be at- 
tested by the proper number of Witnesses,— 
who must be entirely disinterested 
who receive no benefit from 
should be respectable’ persons, 
quainted with Business. 

It is too commonly supposed, that the most 
ignorant persons, even a Marksman, who 
cannot write his own name, will do for the 
Witness to a Will;—should circumstances 
make it necessary for the witnesses to be 
examined in a Court of Law, what impotent 
evidence do such persons give in many Cases, 
not probably from any intention of Fraud, 
but solely arising from ignorance? they are 
easily so bothered by a shrewd Counsel, that 
they may be made to say almost any thing, 
—this would be, in a great measure, 
vented by the attestation of a Notary, or 
Solicitor. This is especially recommended in 
any case where the capacity of the Testator 
is at all likely to be questioned. 


persons, 
them,—and 
well ac- 


pre- 


Choice of Executors 

The Choice of HExecutors,—Guardians,— 
and Trustees, is still more important. These 
should not be appointed without their en- 
tire concurrence in the acceptance of the 
office. 

To assist them in the effectual execution 
of which, make a schedule of the Debts you 
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One— 


of New Jersey's foremost 
banking institutions. 
Equipped to serve you 
adequately in all banking 
and fiduciary matters. 


NATIONAL BANK of NEW JERSEY 


New Brunswick, N. J. 


RESOURCES 


Banking Department - - $15,800,000.00 
Trust Department - - -  7,300,000.00 


owe—and that are owing to 
your opinions of the value—best mode of 
managing your property, and the peculiar 
tenures thereof—in the form of a Letter ad- 
dressed to each Executor. 

“To make assurance trebly sure,”—al- 
though we advise that the Attorney should 
make the Will—the Testator himself should 
write and execute three Copies of it, and 
then read them over carefully with his Pro- 
fessional Adviser. 


you—and of 


A Copy should be given to the Person most 
interested—the Executors, the 
Proctor. 


Solicitor, or 


If a Will be written upon several Sheets 
of Paper, tie them together with Tape, and 
fix your Seal on it—and sign each Sheet— 
let them also be indented and be all from 
the same quire; or one sheet of paper may 
be substituted for another, and thereby the 
whole may be greatly altered. 

All the three Copies will be useful after 
Death, as each Executor ought to possess 
one, aS well as those who are especially in- 
terested. 

Mrem.—A Copy cannot be taken after the 
Will is proved, without a Duty of One 
Shilling for every 90 words. 
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BURDEN OF PROOF SHOWS INJUSTICE OF 
FEDERAL TAX ON GRANTOR OF 
REVOCABLE TRUSTS 


Further Citation of Actual Experience and Illustrative Cases from Records 
of Trust Companies Which Confirm the Worthy and Legitimate 


Purposes for Which Such Trusts Are Created 
(Exhibit No. 3) 





hey 
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(Epitor’s Note: Following is the concluding installment of a series of exhibits which 
have appeared in the last two issues of Trust Companies to provide actual information 
in support of demand for repeal of paragraphs g and h of Section 219 of the Federal 
Revenue Act which imposes upon the creator the tax on income from revocable voluntary 
or living trusts. At the last hearings before the House Ways and Means Committee, 
when these provisions were under discussion, the suggestion was forthcoming that if 
actual records and facts were available from the archives of trust company experience, 
it might help to allay the suspicion of tar avoidance in the minds of legislators and 
Treasury officials. The following and previous exhibits will therefore be assembled in 
pamphlet form and brought to the attention of members of Congress and Treasury offi- 
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cials to further the cause of repeal of the tag at the next session.) 


FROM THE GUARDIAN TRUST COMPANY 
OF CLEVELAND 

Vice-president A. F. Young writes that 
the trust department of the Guardian Trust 
Company covers an experience of more than 
thirty years and that with very rare excep- 
tions the hundreds of revocable trusts ad- 
ministered have had for their primary ob- 
ject some worthy purpose such as conserva- 
tion of property for the aged, the minor, the 
helpless; the creation of endowments for 
colleges, hospitals and various charitable in- 
stitutions; relief from details of property 
management, freeing the donor for construc- 
tive enterprise, for travel, for the pursuit 
of health; for simplifying the distribution 
of property; and generally for a long list of 
objects having to do with individual and 
community welfare. 

Mr. Young cites the following examples: 
“Specifically illustrative of this situation are 
trusts taken from our files as follows: 

“A. A living trust created several years 
ago, the principal to be an endowment fund 
and the income a building fund, for a School 
of Business Administration in Western Re- 
serve University, Cleveland, O. This trust 
was added to as the years went by, and 
today the school is a living reality, sustained 
by the income of this trust. 

“B. A living trust for the Cleveland Mu- 
seum of Art. Wherever the donor may be, 
whatever his condition of health or finances, 


his favorite charity flourishes under the 
stimulation of an assured income. 

“C. A living trust to provide quarterly 
remittances to two Cleveland colleges, the 
Y. M. C. A., the Music School Settlement, and 
to a scientist whose own meager income 
would preclude research of untold value to 
the medical profession. 

“DPD. A living trust to provide an income 
for the maintenance of a school for boys in 
Cleveland, O., and to provide a salary for 
the master of the school—a distinct civic 
contribution. 

“EK. A living trust providing a fund to be 
used eventually in the erection of a Science 
Hall in a well-known Ohio college. 

“F. A living trust to provide salaries for 
the pastors of three churches and the main- 
tenance and upkeep of four cemeteries in a 
middle New York county—the old home of 
the donor. 

“G. A living trust, the principal and in- 
come of which, after the donor’s death, shall 
be used to erect a home and to provide 
scholarships for the newsboys of Cleveland 
and vicinity. 

“H. Many living trusts providing for an- 
nuities to hospitals, churches, social centers, 
children’s playgrounds, orphan asylums, 
homes for the aged, etc. 

“I. Hundreds of trusts designed to supply 
management for the capital of widows, or- 
phans, the old and infirm—saving many 











444 











TRUST COMPANIES 








from becoming public charges; an object 
which public policy should favor. 

“We have no way of estimating except in 
our own institution the number of trusts of 
this kind that have been established. The 
idea has become popular with a large num- 
ber of citizens in this community, and such 
trusts have been established with all of the 
trust companies, and in Cuyahoga County, 
Ohio, the number in operation at the pres- 
ent time runs into the thousands. 

“The citizens establishing these trusts 
sought no tax advantage whatsoever, and 
our experience shows that the vast majority 
of these trusts are never revoked, and that 
they mature and reach fruition in substan- 
tially their original form. Many of them 
started in a simple way, and are added to 
and enlarged as the donor prospers—but 
these same trusts would never have been 
created had it been necessary to make them 
irrevocable. 

“Therefore anything which tends to penal- 
ize the donor of this type of trust is unques- 
tionably in our opinion detrimental to the 
public good and servient to the opponents 
of modern ideas upon the subject of the care 
of individual and community property.” 


FROM THE STATE BANK OF CHICAGO 

Trust Officer William C. Miller communi- 
eates the following: 

“We cannot give specific instances of trusts 
mentioned, but we know and feel with great 
certainty by contact that most voluntary 
trusts are made, not with the idea of avoid- 
ing taxation. but for the purpose of retain- 
ing control, if conditions develop within the 
lifetime of the trustor which would make it 
advisable that he again take control and 
charge of his property. 

“Voluntary or living trusts are created for 
the purpose of ‘trying out’ a plan, and all 
well skilled lawyers advising for the benefit 
of their clients’ children, usually suggest the 
insertion of a clause of revocation, and when 
that is done, it is a well settled fact that the 
trust is not testamentary in its character, 
and must not be held to take effect only 
after death by reason of such a clause of 
revocation. As a matter of fact, it takes 
effect at once, and continues in full force 
and effect until revoked. If revoked it can 
only be revoked during the lifetime of the 
trustor, and if he does not call into effect 
such power of revocation during his life- 
time, it continues in full force and effect 
forever after his death. 

“Of course, we are not considering trusts 
that are created in contemplation of death. 





We have in mind only those instances where 
the man wants to benefit his children, for 
instance, or some one else in whom he is 
interested, but does not propose to make the 
gift absolute because he cannot satisfy him- 
self that it would be in the best interests of 
the beneficiaries to have that done, and he 
wants to, as I have said, try out the situa- 
tion, and if results do not please him, he 
may, of course, recall his property and the 
beneficiaries may indeed be deprived of any 
interest whatsoever in his estate.” 


FROM THE NEW YORK TRUST. COMPANY 
OF NEW YORK CITY 


Vice-president Boyd G. Curts states that 
an examination of the revocable trusts un- 
der which The New York Trust Company is 
acting as trustee reveals the fact that in 
practically no instance has the power of 
revocation in any of these trusts been exer- 
cised. He says: 

“From general observation it seems to 
me that the mere fact that so many of the 
voluntary trusts under which we act as 
trustee were created prior to 1913 before the 
federal inheritance and income taxes played 
any part in human affairs should be very 
good evidence of the commendable purposes 
and benefactions for which these particular 
trusts were created. While it is perfectly 
true that the primary reason for the crea- 
tion of many voluntary trusts has been the 
possible saving in inheritance and income 
taxes, there have been so many instances 
where we have accepted trusts for other 
purposes that any prejudice in the minds 
of legislators that practically every volun- 
tary trust is created primarily for tax eva- 
sion should not be very deep-rooted.” 


FROM THE COMMERCE GUARDIAN 
TRUST & SAVINGS BANK OF 
TOLEDO, OHIO 


President Edward H. Cady advises that 
the experience of his company confirms the 
general view that revocable trusts are estab- 
lished for worthy purposes instead of for 
tax avoidance. He says: 

“Our experience is in accord with the con- 
clusions, i.e., the primary purpose in the 
mind of the average person establishing 
such a trust is not the avoidance of income 
taxes, but rather the worthy desire to make 
adequate and timely provision for natural 
dependents or charitable institutions. 

“An examination of the revocable trusts 
under which we are acting in a fiduciary 
capacity discloses that only a small percen- 
tage of these are solely and primarily for 
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philanthropic, educational and kindred chari- 
table purposes, so that an exact analysis of 
our records along that line would not be 
especially helpful for the purposes which 
you have in mind. 

“It is interesting to note, however, and 
in line with the thoughts expressed in your 
letter, that the enactment of Section 219 of 
the Revenue Act in its present form has not 
retarded to any appreciable degree, in our 
experience, the establishment of revocable 
living trusts. It would seem to be a justifi- 
able conclusion that such trusts are estab- 
lished for the bona fide purpose of taking 
care of the support, comfort and education 
of dependents and the like; not for the pur- 
pose of avoiding taxes, but in spite of the 
present inequitable tax provision.” 


FROM THE COMMONWEALTH TRUST 
COMPANY OF PITTSBURGH 


Vice-president and Treasurer C. W. Orwig 
submits the experience of his company in 
handling revocable trusts, as follows: 

“From 1920 to late in 1922, there was con- 
siderable inquiry made as to the possibility 
of reducing income taxes by the creation of 
trusts, but with the reduction of income tax 
rates, inquiries along this line have practi- 
cally ceased, and the main reason given for 
the creating of trusts that 
their nature, 
establish a 


purposes is 


are revocable in 

is the desire of the trustor to 
fund which for all practicable 
beyond control and which will 
either for some charitable in- 
stitution, or for the benefit of his children, 
or other near relatives, the thought 
uppermost in his mind that he may use the 
money in business hazards and thereby de- 
feat his desire to care for his wife and 
children. The revocable clause has usually 
been inserted for the reason that there may 
be changed family situations, or the charity 
which the trustor seeks to benefit may have 
changed its policies in his lifetime. Our 
trust department reports that for the last 
two or three years the question of income 
tax is hardly ever discussed. 

“We do know of instances in 
which trusts for charities were not created, 
because the trustor felt that if he gave the 
charity the benefit of his money, that he 
should not be obliged to pay income tax on 
the earnings of the trust fund, usually in- 
sisting that a clause be inserted whereby the 
trust could be revoked if the policy of the 
charitable institution changed. 

“Summarizing, I would say that it is our 
experience that -very few trusts are now cre- 
ated with a view of escaping taxation, that 
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A Major Department 


In the operation of a complete 
banking institution, our Trust 
Department occupies a position 
of first importance in the 
service afforded patrons. 


RESOURCES OVER 60 MILLIONS 


She 
United States 
National Bank, 


PORTLAND, OREGON 


is, income tax; that about 50 per cent 


are 
created on lightening the inheritance tax 
burden; and the remaining 50 per cent are 
created to provide for the welfare of those 
near and dear to the trustor.” 


FROM THE SECURITY TRUST & SAFE 
DEPOSIT CO. OF WILMINGTON, DEL. 


President John S. Rossell 
experience of this company, as 

“In thirty-seven years of 
company work, I have formulated many 
trust agreements, and written many wills 
in which trusts have been created. The pur- 
poses of these trusts have been to provide 
for specific cases, by the conservation of the 
estate, and the assurance of the benefits to 
designated persons. 

“In private trusts, many have been irrev- 
ocable and others revocable, but all with the 
same laudable intent, the provi- 
sion having for its object largely the chang- 
ing of the trust from time to time. 

“My experience has shown the desirability 
in all cases, and the real necessity in many, 
for the protection of the estate, and the aid 
to the beneficiaries as well as the trustor; 
and it is always an occasion of real satisfac- 
tion when a person adopts this method.” 


summarizes the 
follows: 
practical trust 


revocable 


















HE sudden death of Frederick Vierling, 
vice-president and trust officer of the 
Mississippi Valley Trust Company of 

St. Louis, on the morning of September 25, 

conveys a profound and personal sense of loss 

which is shared by members of the trust 
company and banking fraternity throughout 
the country. As an authority on the refine- 
ments, the law and technique of fiduciary ad- 
ministration, Mr. Vierling occupied a pecu- 
liarly distinctive place in trust company work 
and councils. It seems but yesterday that 
he addressed trust company officials at the 
last New York conference, speaking on trust 
company problems in a quiet but masterful 
way that invariably carried conviction. Al- 
though modest and retiring in disposition, he 
seemed to acquire stature and command in 
discussing questions that lay at the heart of 
fiduciary administration. No better epitaph 
could be written of this noble personality 
than to say that he embodied in his charac- 
ter, training and his work those qualities 
that mark the “ideal trust officer.” His pa- 
pers and addresses at national and local 
assemblies of trust company officials were 
invariably masterpieces of study and con- 
structive thought. His articles which often 
appeared in the pages of Trust COMPANIES 

Magazine deserve to be placed with the best 

literature on fiduciary matters. 

With Mr. Vierling his work as a trust offi- 
cer was his religion. It might be said that 
his devotion amounted to a passion, a con- 
stant searching for the highest ideals and 
of service. Moreover, he was fearless in de- 
fending his convictions, even when his ad- 
vanced views did not always coincide with 
conventional or accustomed practice. Read- 
ers of this publication will recall his series 
of articles on the amortization of premiums 
and the accumulation of discounts on trust 
investments, which called forth one of the 
liveliest debates in the history of corporate 
fiduciary discussions and which indirectly 
brought about the California judicial ruling. 

Mr. Vierling’s death came as unexpected 
as it was sudden. On the day previous to 
his death at St. Luke’s Hospital, he was at 
his desk at the Mississippi Valley Trust 
Company. He complained of indigestion and 
his physician took him to the hospital where 
death came the same night from a blood clot. 
Thus came to an end a life of brilliant 
achievement and of untiring service. 

As a boy, Mr. Vierling had none of the 
advantages enjoyed by most others who have 
risen to eminence in the banking and trust 


FREDERICK VIERLING 








FREDERICK VIERLING 


company field. He began his career forty 
four years ago as an office boy in the law of- 
fice of Breckinridge Jones, now chairman of 
the board of the Mississippi Valley Trust 
Company. He was twelve years old then, 
and his father, a cooper in a brewery, had 
just been made an invalid in an accident. 
Frederick was the eldest of six children, and 
therefore the chief support of the family. 
His father died soon after the accident, and 
it took Frederick three years to pay funeral 
expenses and the debts resulting from his 
father’s illness. 

Extra moments he utilized to learn ste- 
nography and when he was eighteen he went 
to Decatur, Ala., to serve as a clerk in a 
land and improvement company office. He 
made $50 a month and a year later Judge 
R. C. Bricknell, former Chief Justice of 
the Alabama Supreme Court, who was chief 
counsel for the land company, offered him 
$75 a month to enter his office. With his 
family in St. Louis, Frederick could not re- 
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main in Alabama and he returned home to 
be stenographer for Mr. Jones and for Judge 
L. B. Valliant. He studied law at the eve- 
ning classes of the Benton College of Law 
and was admitted to the bar in 1901. In the 
same year he married Evelyn Miller, daugh- 
ter of Dr. J. J. Miller, who survives him. 
They have one son, John Frederick, a stu- 
dent at Washington University. 

Mr. Vierling’s connection with the Missis- 
sippi Valley Trust Company began in 1891, 
a year after its organization. Breckinridge 
Jones, now chairman of the board, was 
then secretary of the company and the small 
force included Frederick Vierling as a ste- 
nographer and utility clerk. Young Vierling 
applied himself assiduously to mastering the 
fundamentals and accounting end of trust 
work with the result that in 1897 he became 
trust officer. In 1911 he was elected vice- 
president as well as trust officer and since 
1914 he was also a member of the board of 
directors. In his earlier and later develop- 
ment as one of the leading authorities on 
trust department and state administration, 
Mr. Vierling had the advantage of almost 
daily association with Breckinridge Jones, 
whose vision and zeal for the “trust company 
cause” brought about the organization of 
the Trust Company Section of the American 


Office for Travelers 
123 Pall Mall, 
LONDON, S. W. 


Bankers Association and earned for Mr. 
Jones the title of “Father of the Trust Com- 
pany Section.” With gradual relinquishment 
of Mr. Jones’ active association in the work of 
the Trust Company Division, it devolved 
upon Mr. Vierling to continue such interest 
and for many years he has been one of the 
leading figures at the annual meetings of the 
Trust Company Division. At the first re- 
gional Mid-Continent Trust Conference, last 
Spring in St. Louis, he was the moving spirit 
in making arrangements and outlining the 
program. 
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JOHN M. CALDWELL 


John Milner Caldwell, director and mem- 
ber of the executive committee of the Bir- 
mingham Trust & Savings Bank of Birming- 
ham, Ala., died recently at his home follow- 
ing a lingering illness. Mr. Caldwell was 
one of the city’s pioneer real estate men. 
He entered business in 1887 as secretary to 
the Caldwell Printing Company, and later 
was associated with the Birmingham Trust 
& Savings Company as secretary. Upon leav- 
ing the bank he organized the Southern Belt 
Company and became its president. In 1901 
he established the investment firm of Cald- 
well & Ward. 
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CRUCIAL PROBLEM IN 


BANKING: THE PAYMENT OF 


EXCESSIVE INTEREST ON DEPOSITS 


SOME CONCRETE SUGGESTIONS TO REMEDY THE SITUATION 


R. S. HAWES 
Vice-President, First National Bank of St. Louis, Mo. 


(Eprror’s Nore: The fact that percentage of interest paid on deposits has been stead- 
ily rising out of proportion to income and in the face of declining rates on loans, commer- 
cial paper and investments, constitutes one of the most pressing problems in the conduct 


of American banking. 


Among other suggestions made by Mr. Hawes is a proposal of 


deducting from the deposit item the reserve requirements before calculating interest 
payment which would result in a saving of approximately $50,000,000 annually to member 


banks of the Federal Reserve System. 


Installation of cost accounting, budgetary con- 


trol and eliminating of inefficient and wasteful methods, also enter into the corrective 


formula. ) 


HE principal expense item in the bank- 
er’s budget today is interest on de- 
posits. This item has increased by 
leaps and bounds during the past few dec- 
ades until today it consumes over one-third 
of every dollar of bank income. It has be- 
come an expense item of such importance 
that it is not only making serious inroads 


upon the return on invested capital in the 
banking business, but is also becoming a 
factor which may lead to the undermining, 
in some sections of the country, of the sound 


ness of our banking structure. Many bank- 
ers in their efforts to meet competitive con- 
ditions and to maintain established rates 
on deposits are being practically forced into 
high yield paper where the credit risk is 
unduly burdensome. As a consequence, 
neither the interests of the depositor nor of 
the banker are being intelligently served by 
some existing practices with respect to the 
payment of interest on deposits. 

Established rates and methods of calcu- 
lating interest payments are largely an in- 
heritance from the past when conditions were 
quite different from those that exist today. 
American banking and the American money 
market have undergone a profound change 
in the past twenty years and especially since 
the establishment of the Federal Reserve 
System. These changes call for a thorough 
revision, among other things, of existing 
bank practice with respect to the payment 
of interest on deposits. New problems have 
come upon the banking fraternity so gradu- 
ally that many bankers have failed to appre- 
ciate their true significance and the neces- 
sity for taking concerted action to meet them 
before serious damage has been done. 


New Aspects of Banking 

Post-war developments in the field of fi- 
nance, together with the operations of our 
improved banking system, have exerted im- 
portant influences upon both bank policy 
and loaning rates. The bankers, who should 
be keen to recognize and appreciate these 
fundamental changes, have up to the pres- 
ent time failed to take any definite action 
to meet new conditions. The situation has 
now reached a point where definite concerted 
action must be taken at the earliest pos- 
sible moment to effectually protect the in- 
terests of all concerned—namely, the deposit- 
ing public and our institutions of banking. 

As we see the problem there are three 
phases that call for consideration. First, 
a careful analysis should be made of the 
facts regarding the generally established pol- 
icy of payment of interest on deposits: see- 
ond, the effects of the existing situation 
should be studied in all of its ramifications, 
and third, consideration should be given to 
some of the means by which the problem 
might be solved so as to satisfactorily pro- 
tect the vital interest of all concerned. 

With respect to the first aspect of the 
problem—namely, the facts regarding the 
situation, there is at present only a limited 
amount of information available. It is some- 
thing of an anomaly that the bankers who 
are constantly calling upon their customers 
to make careful analyses of their operating 
costs and expenditures and to. establish 
budgetary control so as to eliminate ineffi- 
cient and unsound methods should be among 
the last important group to apply the same 
principles that they advocate for their cus- 
tomers to their own line of bi,siness. 
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In recent years the Federal Reserve Sys- 
tem has been making studies of bank income 
and expenditures which should prove very 


helpful to the banking fraternity. These 
studies have uncovered some astounding 


facts regarding the banking business, espe- 
cially with respect to the trend of costs in 
banking. They show, among other things 
that for the fiscal year, ending June 30, 
1921, the gross income of all member banks 
was $1,829,671,000 and that for the calendar 
year, 1925, gross income was $1,918,094,.000, 
an increase of only $88,423,000 during a four 
year period of expanding business. On the 
other hand, interest paid on deposits by the 
member banks from $472,003,000 to 
$643,158,000, an increase of $171,155,000, or 
almost double the increase in gross income. 
On a percentage basis, interest being paid 
on deposits rose from 25.8 per cent to 33.5 


-* oo 


per cent of gross income. 


rose 


Every banker has 
long known that interest on deposits was 
rising out of proportion to income. These 
figures show definitely how far out of propor- 
tion the rise has gone. 


Some Significant Statistics 


While the Federal Reserve figures are ag- 
gregates for all member banks, they, never- 
theless, present a picture that is substan- 
tially true of what has been actually taking 
place, and every banker, if he studies his 
own situation will find it substantially in 
accord. Unfortunately, Federal Reserve fig- 
ures are obtainable for only recent years. 
While it is true that 1921 and the period 
since was unusual in many respects, the 
same principle holds true for the period since 
1919, the earliest for which information of 
this type is available. Summing up the es- 
sential factor regarding the growth of in- 
terest payments in contrast with other bank 
items, the following are outstanding: 


Interest on deposits has increased 


MU Ns ee a ig ide laisse wa 65.2% 
Gross deposits have increased since 

ny Se So wh wep eh hs 6 ee oee 40.5% 
Total resources have increased 

EN Re ee ae ee 41.3% 


All expenses except interest on de- 
posits have increased since 1919.48.5% 


The result of this situation, as would be 
expected, fell heavily upon the return earned 
on the invested capital in the banking busi- 
ness. In 1919, earnings were equivalent to 
10.6 per cent on capital and surplus, whereas 
last year they amounted to but 8.92 per 
cent and for the period, 1922 to 1925, they 
averaged less than 8 per cent. In other 








words, the average rate of return on in- 
vested capital shows a drop of over 20 per 
cent during this period. It should be re- 
called in this connection that this occurred 
during a period that was generally prosper- 
ous in practically all other business and 
commercial lines. Furthermore, it must not 
be forgotten that in dealing with averages 
covering a great number of banks, allow- 
ances must be made. In recent years, some 
of the larger banks, whose ability to affect 
the averages would be considerable, have or- 
ganized investment companies for the pur- 
pose of engaging in underwriting industrial, 
public utility, railroad, and real estate mort- 
gage loans. This has proven a_ profitable 
field in many cases and has done much to 
augment earnings for such institutions, so 
that the showing for many institutions would 
be considerably less favorable than the aver- 
ages indicate. 


Increasing Cost of Deposits 

The mounting cost of deposits assumes an 
even more serious aspect when we take into 
consideration the decline in intérest rates in 
recent years. For example, if the average 
commercial paper rate for 1919 is taken as 
index 100, we find the average rate for 1925 
to be index 74.3, a decline of almost 25 per 
cent in the average rate obtained on this 
elass of paper. Similarly, the bond yield 
rate shows a drop to index 89.9, a decline 
of over 10 per cent in the average rate se- 
cured on this type of investment. On the 
other hand, the average rate of interest paid 
on gross deposits by all member banks in- 
ereased from an average of 1.84 per cent 
in 1919 to an average of 2 per cent for last 
year, which is equivalent to an increase of 
over 8 per cent in the amount of interest 
being paid on gross deposits. The signifi- 
eance of this rise in the rate paid on de- 
posits during a period of declining money 
rates cannot be overemphasized. Thus, 
from whatever angle the problem is ap- 
proached, the facts show an unfavorable 
trend to the course of interest paid on de- 
posits, as contrasted with other items of 
expense or income. In view of these facts 
the outlook is not encouraging unless the 
farseeing bankers of the country get together 
and make an effort to correct the situation, 
so as to bring into closer accord the cost 
of money to the rate which the banker can 
obtain for it in the market. 


Compelling Banks to Take Chances 


With respect to the second aspect—name- 
ly, the effects of this situation, the facts 
speak for themselves. Deposits are to the 
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banker what raw materials are to the manu- 
facturer. They are the banker’s principal 
stock in trade. The banker, no more than 
the business man, can pay an ever and ever 
higher price for his raw material, pay higher 
wages, meet increased costs in every field, 
and steadily sell the finished product, bank 
credit, at a lower price. Yet this is what 
the banker has been attempting to do. That 
he has met with difficulty is not surprising. 
The effects of this situation are the same in 
the field of banking as in other lines— 
namely, compelling the banker to take 
chances and to indulge in practices that 
sound business judgment does not warrant, 
with the inevitable result that bank failures 
have become more numerous. With lower 
rates and increased costs the banker can- 
not afford to assume the same credit risk 
that he could under other conditions. How- 
eyer, in his effort to meet competitive con- 
ditions he is often forced to accept risks 
out of all proportion to either the needs of 
business or the interests of his depositors. 
The existence of such circumstances obvi- 
ously produces an unwholesome situation. 

With respect to the third aspect—namely, 
some of the means by which the problem 
might be solved, the following proposal ap- 
pears to deserve consideration. Banking 
practice with respect to the method of pay- 
ing interest on deposits is rather illogical 
insofar as it ignores reserve requirements. 
Today, under the workings of our Federal 
Reserve law a definite proportion of bank 
reserves are non-earning assets. Years ago 
when interest was being paid on only a 
relatively small proportion of all demand 
deposits, the burden of the loss entailed on 
non-earning assets could be absorbed more 
easily than today when the practice has be- 
come very general. Furthermore, before the 
establishment of the Federal Reserve System 
all reserves were not non-earning assets to 
the same extent that they are today. 

It would appear that a logical step for the 
bankers to take would be to apply the same 
rule to the demand deposits of their cus- 
tomers that the banking laws of the country 
require of them—namely, to deduct from net 
deposits before interest is paid the reserve 
balance that they must carry with the Fed- 
eral Reserve. While it is true that the same 
ultimate result could be accomplished by a 
general lowering of interest rates paid on 
deposits, such a change would still leave the 
banker in the position, technically, at least, 
of paying interest on funds not actually 
available for investment. 
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Allowance for Reserve Requirements 


A more logical method, before attempting 
to scale down the rate of interest being paid, 
would be to apply to the deposit item the 
same requirements that the laws of the coun- 
try place upon the banks. This should not 
be as difficult a proposition as would appear 
at first thought. Those banks that have an 
analysis department in which commercial 
accounts are studied to determine whether 
they are profitable or not already utilize 
this principle and have been educating their 
customers in this respect. In such analysis, 
allowance for reserve requirements is made 
and when the customer’s account is not self- 
supporting all the facts are laid before him 
and he is shown the various costs involved 
in maintaining his account, among which 
the reserve requirements are included. He 
is then usually given the choice of either in- 
creasing his balance or making payment in 
some other way for the service rendered. 
Where these methods have been used, busi- 
ness men have been quick to appreciate the 
requirements of the banker and little diffi- 
culty should be experienced in widening the 
application of this principle. 

While there is no way of definitely deter- 
mining the exact amount of saving that 
might be made by the bankers paying in- 
terest only on that portion of deposits that 
is available for investment, it is quite ap- 
parent from the data now at hand that the 
sum would be very substantial and, on the 
average, would probably approximate in the 
neighborhood of 10 per cent of the total 
amount now paid. Such a_ policy 
would apparently save the member banks of 
the Federal Reserve System approximately 
$50,000,000 annually, a sum which would 
give considerable relief in more ways than 
one, not only in improving earnings but in 
eliminating the necessity on the part of 
bankers to assume undue credit risks and 
thus jeopardize interest of depositors. 

This proposal of deducting from the de- 
posit item the reserve requirements before 
ealeulating the interest payment is admit- 
tedly not the only means by which this im- 
portant problem can be solved. It is offered 
primarily as a concrete constructive sugges- 
tion for meeting a problem that calls for defi- 
nite action in the near future. Much will 
have been accomplished towards the final so- 
lution of this vexing problem if the bankers 
of the country can be aroused with respect 
to its significance. If they will give it the 
thought and attention it deserves we can look 
forward with confidence to its ultimate sat- 
isfactory solution in the near future. 
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HERE’S THE WAY TO GET DATA 
ON UPSTATE NEW YORK 


For upstate New York trade and credit infor- 
mation, and for correspondent service, write 
or wire the Utica Trust and Deposit Company. 








The Utica Trust and Deposit Company 
knows Upstate New York because it has 
been closely indentified with the develop- 
ment of this great industrial and agricultural 
empire for more than a quarter-century. 
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THE INHERITANCE TAX IN RELATION TO LIFE 
INSURANCE TRUSTS 
TRUST AGREEMENT HAS BECOME AN ECONOMIC NEED 
LEON GILBERT SIMON 


Lecturer at New York Univeristy 


(EpitTor’s Note: 


The author of the following article is associated with the Equitable 


Life Assurance Society and has made a special study of requirements to be embodied in 


life insurance trust agreements, especially as affected by inheritance taxation. 


Included 


in the article is a form of life insurance trust agreement which has been adopted with 
more or less modification by a number of trust companies, which is devised so that the 
donor may control the policy during life and make the proceeds payable to the trustee at 


his death.) 


ECORDS gathered from authentic 
sources indicate that in 1923 about 89 
per cent of all death claims presented 

to the life insurance companies of this coun- 
try were paid in a single sum. In other 
words, life insurance is generally taken out 
so that it becomes payable at the time of 
death in a lump sum. Experience shows 


that a great many beneficiaries of insurance 


have made unwise investments of the pro- 
ceeds, and subsequently a considerable loss 
of insurance money actually occurred. In 
many cases, investigators found that bogus 
stocks had been sold to widows who had 
received insurance money for purposes of 
investment. It is quite impossible to deter- 
mine the exact amount of such investments 
made each year by beneficiaries under life 
insurance policies, but it can be regarded as 
an amount of alarming size. Finally, in- 
surers began to look about for a cure to off- 
set this evil, and now trust agreements, 
which are interlocked with life insurance 
policies, have become very popular. 

The trust agreement has become an eco- 
nomic need. The life insurance policy pro- 
vides the investment funds and the trust 
company provides the investment brains and 
management. In connection with this 
thought, there is a popular fallacy that most 
life insurance estates are dissipated in from 
six to seven years. This is not always due 
to unwise investments on the part of the 
beneficiary but primarily due to the fact 
that the decedent did not carry sufficient in- 
surance to provide an adequate income for 
the beneficiary, with the result that the 
principal is used up in a few number of 
years. 

When arranging the affairs of an individ- 


ual, it is essential to call attention to the 
fact that life insurance should be purchased 
so that the total present insurance plus new 
insurance, plus business equities, will aggre- 
gate a sum sufficiently large so as to 
vide the desired income. In other words, 
let us assume that an individual requires 
$10,000 a year to maintain his home. We 
will further assume that the valuation of 
his properties amounts to $60,000, and that 
he has life insurance policies, at the present 
time, amounting to $40,000. He would re- 
quire an additional amount of insurance of 
$82,000, so that the beneficiaries would even- 
tually receive the income on this entire es- 
tate, which would amount to $10,000 
annum, if invested at 5% per cent. 

In reality, life insurance is to offset the 
loss of earning power of the indilvidual, and 
since the earning power is a matter of con- 
tinuous income the replacement should be 
similar. Insurance proceeds, payable in a 
lump sum, will not produce the desired in- 
come unless properly invested and properly 
guarded. The vast majority of beneficiaries 
are untrained in the science of investments. 
Therefore, the matter of life insurance trusts, 
in which the bank or trust company act as 
trustee, becomes a matter of great impor- 
tance. The thought that must be brought 
to the mind of the insurer is not entirely 
“What will he leave?’ but “How will he 
leave it?’ In brief, both the investment 
funds and the management of those funds 
must be duly provided for. 

There are, in general, two forms of life 
insurance trusts: the unfunded life insur- 
ance trust, and the funded life insurance 
trust. In the latter case the insured person 
deposits securities with the trustee, the in- 
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come from which is to be used for the pay- 
ment of premiums of life insurance policies. 
The policies are generally assigned to the 
trustee and made irrevocable by the donor. 
Subsequently, the purpose of the trust can- 
not be defeated. Under these conditions, the 
insured cannot borrow money on the policy 
or make an assignment or exercise any of 
the options ordinarily allowed. 


Popularity of Unfunded Trust 

The unfunded life insurance trust is more 
popular because of the fact that it is en- 
tirely controlled by the insured person. This 
form of trust simply provides that the in- 
sured person controls the policy, pays the 
subsequent premiums, and may exercise any 
of the options he so desires; in other words, 
if the occasion demands it, he may borrow 
on the policy, apply for an extension, or even 
change the beneficiary, as well as make an 
assignment. The life insurance company pro- 
vides in its income settlement to policy hold- 
ers, that the proceeds may be payable for a 
definite number of years to the beneficiary, 
or for life. Under these conditions, however, 
no allowance is made for future contingen- 
cies where the beneficiary might suddenly 
require additional sums of money. The un- 
funded life insurance trust, however, re- 
moves this objection, provided, of course, 
that discretionary power has been given to 
the trustee. 

For example, an individual leaves $100,000 
of life insurance proceeds to a bank or trust 
company as trustee. These proceeds are 
interlocked with a specific trust agreement, 
which provides that the trustee invest the 
proceeds and pay the income therefrom to 
the designated beneficiaries, and with the 
further provision that in case of any emer- 
gency, in which case the beneficiary requires 
additional sums of money, that the trustee 
is empowered to exercise discretion in this 
ease and may disburse some of the principal 
to the beneficiary in addition to whatever 
other income the beneficiary receives. For 
example, the beneficiary might be handi- 
capped by a severe illness, and under these 
conditions the occasion would warrant the 
additional expenditure of money. From these 
observations we discern the fact that the 
unfunded life insurance trust possesses elas- 
ticity, which in itself is a very desirable fea- 
ture. 

The life insurance company’s policy pro- 
vides for a guaranteed return on the princi- 
pal of at least 3 per cent, and in some cases 
3% per cent, and with the excess interest 
earned (generally 114 per cent) will yield 
about 4%4 per cent net. It is true that the 
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trust company does not guarantee any stipu- 
lated income, but investments made by the 
bank or trust company, acting as trustee, 
generally yield between 5% and 6 per cent. 


How Agreement Should Be Drawn 


The life insurance trust agreement should 
be so drawn as to give full power to the 
insured person (the donor) to borrow money 
on the policy, change the beneficiary, pro- 
cure extensions, ete. Under these conditions 
the donor controls the policy during his life- 
time, and at his death the proceeds are pay- 
able to the bank or trust company as trus- 
tee. Incidentally, this is a very valuable 
selling point for the life underwriter, inso- 
far as most men desire to control their poli- 
cies and enjoy the benefits of that control 
during lifetime. The trust agreement should 
contain the specific provisions so that com- 
plete control of the policy is maintained by 
the donor. 


Approved Form of Life Insurance Trust 


The following form of life insurance trust 
agreement is being used by many trust com- 
panies and banks with more or less modifica- 
tions, so that the donor may control the pol- 
icy during his life, and at his death the pro- 
ceeds are payable to the trustee: 


hereinafter called the 
“Insured,” makes this Trust Agreement with 
Cee eee ad a Gy in'h ache we OI hereinafter called the 
“Trustee” to establish a Trust covering the 
proceeds of insurance upon the life of the 
Insured, which insurance is described in 
Schedule A hereto attached and under which 
insurance the said Trustee is designated as 
bene/siciary. 

NOW, THEREFORE, 
said parties as follows: 


it is agreed between 


ARTICLE I 

The duty and responsibility concerning the 
payment of premiums and other charges on 
said policies during the lifetime of the In- 
sured, shall rest solely upon the Insured, 
and the Trustee shall be under no obliga- 
tion whatever in respect to said policies dur- 
ing the lifetime of the Insured. Upon the 
death of the Insured the net proceeds of all 
said policies shall be collected by the Trus- 
tee and held under the terms hereof. 


ARTICLE II 
This agreement shall cover only the money 
that may accrue or become payable upon 
said insurance at the death of the Insured, 
and all benefits, privileges and options ac- 
cruing to the Insured under this insurance 
prior to that time shall be for the sole bene- 
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fit of the Insured, and shall not be subject 
to this Trust. The Insured may exercise 
any right specified in the insurance policies 
to change the beneficiary thereunder. If the 
Insured changes the beneficiary under the 
insurance or surrenders the insurance for 
its cash surrender value such act shall have 
the effect of revoking this Trust with respect 
to the policy or policies so changed or sur- 
rendered. 
ARTICLE III 

The Trustee shall receive and hold the 
proceeds of said insurance policies, as well 
as the proceeds of any other policies which 
may be made subject to the terms hereof, 
upon the uses and trusts and for the pur- 
poses herein set forth. 


ARTICLE I\ 

The Trustee shall hold and manage the 
property as a Trust Fund with full powers 
to sell, mortgage or otherwise dispose of 
any of the property in the Fund as it may 
deem proper, but within the limitations of 
this Trust. It shall invest all cash princi- 
pal in first mortgages on improved real es- 
tate, municipal or corporation bonds or any 
other form of income bearing property, ex- 
cept real estate or corporate stock, but in all 


such investments and other transactions, it 


shall have first regard for the safety and 
principal of the Trust rather than a high 


rate of income. It is expressly authorized 
to invest in any of the assets of the estate 
of the Insured by purchasing them at a rea- 
sonable price from the representative of such 
estate. It is directed to charge all premiums 
on investments and to credit all discounts 
on investments against or to principal, as 
the case may be, and not against or to in- 
come. It may determine in all other cases 
what receipts are income and what are prin- 
cipal, and what disbursements are charge- 
able to income and what to principal. 


ARTICLE V 
(Insert provisions for distribution of prin- 
cipal and income.) 


ARTICLE VI 

The Trustee shall not, except at its option 
enter into or maintain any litigation to en- 
force payment of said policies until it shall 
have been indemnified to its satisfaction 
against all expenses and liabilities to which 
it may in its judgment be involved by such 
action on its part. 

IN WITNESS WHEREOF, said Insured 
has hereunto set his hand and seal, and said 
Trustee has caused this instrument to be 
signed by its duly authorized officers, 


How Far Can One Control the 
Proceeds of His Life Insurance 
Policies? 


By 
GUY B. HORTON 


Attorney of National Life Insurance Co. 


A study on the nature of the relationship 
between a policyholder, beneficiary, and the 
company, the length of time insurance pro- 
ceeds can be held as affected by the perpetuity 
or remoteness rule, restraints on alienation 
and protection against creditors by non- 
commutation clauses or spendthrift trust 
provisions, limitations on accumulation, and 
the conflict of laws of states where the in- 
sured or beneficiaries live and the insurance 
company is situated. 88 pages. $2 postpaid. 
Published by the author, Montpelier, Ver- 
mont. 


Now the question arises frequently in the 
donor’s mind, “Will the proceeds of the poli- 
mentioned in the trust agreement be 
taxed by the government under the Federal 
Estate Tax Law?’ 


cies 


Effect of Estate Tax 

The Federal Government in its Estate Tax 
Law provides for the inclusion of all life 
insurance policies in excess of $40,000, taken 
out by the decedent on his own life and pay- 
able to a designated beneficiary. In other 
words, an initial exemption of $40,000 exists 
in such cases. But if the policies are pay- 
able to the insured’s estate, then no exemp- 
tion is allowed and subsequently the total 
proceeds are taxable. It has been held that 
if the life insurance policies are payable to 
a trustee and interlocked with a _ specific 
trust agreement which designates the benefi- 
ciaries, then the exemption of $40,000 is al- 
lowed. If, however, the proceeds were pay- 
able to a trustee and not in connection with 
a specific trust as above described, but dis- 
tributed through the medium of a will, then 
no exemption is allowed. 

The state governments (with few excep- 
tions) do not attempt to tax for inheritance 
the proceeds of life insurance policies to a 
designated beneficiary, irrespective of 
amount. However, in all jurisdictions where 
the policies are payable to the estate of the 
deceased person, then such proceeds form a 
part of the decedent’s estate and are taxable 
in the same way and in the same manner as 
any other asset of the estate. 
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“‘The Oldest Trust Company in the National Capital’’ 


A Washington Correspondent | 
equipped to give especial 


attention to the business 
of banks, corporations, 


estates and foreign clients 


DEPOSITORY 
of many national organizations 


INTEREST PAID ON BALANCES 


Correspondence is invited 


i “Ghe WASHINGTON LOAN 
| © TRUST COMPANY 


EST. 1889 

MAIN OFFICE BRANCH OFFICE 

900-02 FS™NW. 618-20 I7M#STNW. 
WASHINGTON, D. C. 


Capital and Surplus JOHN B. LARNER 
$3,000,000.00 President 
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out of every LEU 


C 9 here's a bank, located in the “center of 
centers’ in St. Louis, the National Bank of 
Commerce, which is quite a little American 
Bankers’ Association ail by itself. The big 
“American Bankers’ Association” has some 
20,000 members . . . and “Old 26” has more 
than 2,000 American Correspondents . .. t 
out of every 10. 


As you think of this great group of bankers 

ask yourself what has attracted 1 out of ‘“Old26” isanational 

every 10 to “Commerce.” There must bea _/earinghouse for deas 
ali Pi iripleti Sonne athtnl ‘tenia iS ih as well as money. Such 

quality of service here which would also — jnovations as its Ad’ 

interest you. vertising Service De- 


, partment, for one con- 
Perhaps the broad, underlying reason for the crete example, have 


growth cf the National Bank of Commerceis welded its ee. 
that it has been able to give itscorrespond- "¢ctt0ns into a rea 


: ‘ association of mutual 
ents more than mere mechanical service. growth and success. 


ational Commerce 


Federal Commerce Trust Company in Stl quis 
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Fourth Regional Crust Conference 


OF THE 
TRUST COMPANIES AND BANKS OF THE PACIFIC COAST 
AND ROCKY MOUNTAIN STATES 


As the pacemaker in intensive and clinical opportunity to attend this assembly which 
discussion of vital problems encountered in preceded the convention of the American 
trust department administration the re- Bankers Association and also took part in 
cent Fourth Regional Pacific Coast Trust the annual meeting of the Trust Company 
Conference conducted at Los Angeles, Sep- Division. 
tember 30th to October 2d was true to form. According to precedent the papers pre 
Trust department executives from the Pacific sented were characterized by study and 
Coast and Rocky Mountain States, as well practical knowledge of the various phases of 
as other sections, availed themselves of the trust service, the open forum discussions 


BANQUET TENDERED TO DELEGATES ATTENDING THE FOURTH 
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yielding many valuable conclusions. L. H. 
toseberry, vice-president of the Security 
Trust and Savings Bank of Los Angeles, 
presided at the opening session as general 
chairman. After the address of welcome by 
Mayor George E. Cryer of Los Angeles, the 
delegates addressed themselves to scheduled 
subjects. The first paper on “Personal So- 
licitation of Wills,” by John W. Bachman, 
assistant trust officer of the Citizens Trust 
and Savings Bank of Los Angeles, served as 
a theme for animated discussion. Illuminat- 
ing debate also centered upon the two other 
addresses at the opening session, one on 
“Ideal Organization of Trust Department as 
to Personnel Plan, ete.” by W. J. Kieferdorf, 
vice-president of the Bank of Italy, San Fran- 
cisco, and the other on “Trust Department 
Earnings,’ by John C. Mecham, vice-presi- 
dent, First Trust & Savings Bank, Chicago. 

One of the stellar contributions at the 
second day’s session was the address by 
Thomas C. Ridgeway, president of the Cali- 
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fornia Bar Association on “Lawyer and 
Trust Company Cooperation.” Other instruc- 
tive papers included “Holding Non-Legal In- 
vestments in Trusts,” by Donald Myrick, 
vice-president First National Bank, Santa 
Barbara ; “Retailing and Sub-Dividing 
Land,” by Charles R. Holden, vice-president 
Union Trust Company, Chicago; “Escrow 
Practices and Safeguards,” by E. L. Farmer, 
vice-president, Title Insurance and Trust 
Company, Los Angeles; “Important Require- 
ments for Accepting Living Trusts,” by Lane 
D. Webber, vice-president, First Trust and 
Savings Bank, San Diego, Cal. The third 
day and closing session offered another ex- 
cellent menu. 

The delegates were royally entertained by 
the Los Angeles hosts, the conference com- 
ing to a close with a formal banquet at the 
Hotel Biltmore at which Leo S. Chandler, 
president of the California Trust Company 
welcomed the guests and Edwards Davis 
acted as master of ceremonies. 
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REGIONAL PACIFIC COAST TRUST CONFERENCE AT LOS ANGELES 

















SHOULD THERE BE A WRITTEN CODE OF ETHICS 
ADOPTED BY STATE AND NATIONAL TRUST 
COMPANY ASSOCIATIONS? 


MORAL OBLIGATIONS WHICH TRANSCEND WRITTEN INSTRUCTIONS 


JUDGE WILLIAM R. HERVEY 
Executive Vice-President, Pacific-Southwest Trust & Savings Bank, Los Angeles, Cal. 


(Eprror’s Nore: The faithful performance of trusteeship calls for standards of con- 
duct and service which are not always interpreted by statutes and written contracts. In 
several states the associated trust companies have pledged adherence to written codes 
of ethics which may well be observed by trust companies and banks as fiduciaries, in 
general. The following paper was presented at the recent Fourth Regional Pacific Coast 


Trust Conference. ) 


HE law regulating trusts and trustees 

is founded upon equitable principles 

and contains precepts, examples and 
requirements which, in a sense, form an 
ethical system for the guidance of trust 
companies and other trustees. Notwithstand- 
ing the legal presumption, it is not every one 
who knows the law and there are some who 
see the letter without sensing the spirit. 
Moreover, the rules and precepts governing 
trustees are widely scattered through the 
pages of thousands of volumes. For these 
reasons it may be feasible to assemble a 
code of ethics and to clearly state some of 
the primary and fundamental legal obliga- 
tions of trustees and, in addition thereto, 
to set out such of the moral obligations and 
duties as are not imposed by any law but 
are necessarily assumed by and should be 
recognized and performed by trust officers. 
A written code made up in this manner 
would concisely and clearly prescribe some 
of the cardinal rules, both legal and moral, 
for the information, benefit and guidance of 
corporate trustees. While every trust officer 
firmly adheres to certain high ideals and 
acknowledges himself governed by the pure 
principles of equity and moral right, yet, 
thus far, there has been no assured uniform- 
ity of conduct nor has an accepted statement 
of ethical principles been made or adopted. 
The success and growth of trust companies 
attest the fact that the officers charged with 
their management are conversant with the 
rules of propriety and are sensible of the 
legal and ethical requirements of the im- 
portant business they transact. Ethical con- 
‘duct in the operation of trust companies is 
manifested on every side, although no writ- 


ten code has been formulated, and it is pos- 
sible that no agreement could be reached 
on any set form of rules and regulations. 


Defining a Code of Ethics 


What is a code of ethics? Dr. Patton de- 
fines ethics as, “The science that offers a 
rational explanation of the ideas of Right- 
ness and Oughtness; and that deals with 
the life of free personal beings under these 
conceptions, considering it as related to an 
Ideal or Norm of Excellence, conformity to 
which is obligatory.” My dictionary says 
that ethics is “the science of human duty; 
the science of right and right conduct.” 
I take it, then, that a written ethical code 
would set forth plainly some of the more 
important of the many right things a trust 
company should do and, perhaps, warn 
against some of the wrong things that might 
be done. For most men it is far easier to 
do right than to discover what is right—to 
perform a duty rather than to know the 
duty. A code of trust company ethics would 
embody the seasoned, reasoned thought of 
many conscientious and upright men and 
would furnish a guide and prescribe a meas- 
ure for Right and Ought and Good Conduct. 
It would assist the trust officer in ascertain- 
ing and knowing his duty. 

We have precedents in the action of the 
organized members of some of the learned 
professions. Written codes of ethics have 
been adopted for the guidance and the con- 
duct of the members of these professions and 
those who depart from the prescribed rules 
are branded with the stigma of being “un- 
ethical” which places them in a questionable, 
if not ignominious category. These stand- 
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ards of conduct are held up before students 
and young practitioners as an inviolable 
guide for the regulation of their professional 
conduct. They are encouraged to become im- 
bued with its principles and spirit. These 
professions deal in a confidential way with 
the affairs of the public, are charged with 
grave responsibilities, and, themselves, rec- 
ognize and openly proclaim their moral obli- 
gations. 


Moral Obligations Inherent in Trust Service 

Trust companies deal with the most cher- 
ished interests of their customers, assume 
responsibilities and duties of the most sol- 
emn and sacred character, act for both the 
living and the dead, guard those in their 
non-age and protect those in their dotage, 
are the strong support of the inept and 
helpless and inexperienced, take up and dis- 
charge the duties of friend and 
to the bereft and burdened, represent 
ests of 


inter- 
magnitude and difficulty, are often 
endowed with a wide and important discre- 
tion, are entrusted with money and property 
of great value, and deal on a confidential 
basis with the affairs and concerns of their 
customers. 

Surely no profession or business is charged 
with a greater moral responsibility than the 
trust company and, because of its high and 
honorable position in the world of human 
affairs, it is well entitled to declare for 
itself and to the world the tenets by which 
it regulates its conduct. Such a declaration 
of principles would be a chart to guide the 
trust officer and about which he could build 
the spirit and morale of his organization. 
It would assert an ideal for the benefit of 
the juniors and those preparing to enter the 
field of trust company work. It might be of 
value to the trust company in presenting its 
claims to the confidence and patronage of 
the public. 


Subjects to Embrace in Code 


If it is decided to attempt to prepare such 
a code, then I suggest, as a point of depar- 
ture, that the following subjects might well 
be considered for inclusion therein. 

First, would be relations of the trust com- 


pany with its trustors and beneficiaries. The 
interests of these classes must be the first 
consideration of the trust company and must 
be the controlling factor both in advice 
given and in service rendered. The service 
must be disinterested, impartial and diligent. 

Trust company relations and business with 
the courts and governmental agencies should 
he characterized by an attitude of absolute 
frankness and an earnest endeavor to com- 


counselor 
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ply with all legal requirements while at the 
same time supporting with firmness the 
rights and protecting with vigilance the in- 
terests of trustors and beneficiaries. Trust 
officers should lend the whole weight of their 
influence to secure the repeal of vicious laws 
and the enactment of salutary measures. 

The trust officer in his relations with the 
public will be confronted with every form 
of human vagary and will encounter prob- 
lems of delicacy and difficulty. He should 
be urbane, careful, patient, impartial and 
accurate. Ill temper, brusqueness, inatten- 
tion, shrewdness or equivocation dishonors 
the trust officer, injures his company and 
reflects adversely upon the trust business. 

Relations with other trust companies and 
trust officers should be cordial and should 
display a spirit of cooperation and helpful- 
ness. Trust companies are contemporaries 
rather than competitors. Many trust officers 
are working in a more or less experimental 
field and welcome and should have the bene- 
fit of the experience and wisdom of their 
colleagues. 

The trust company should scrupulously 
avoid being connected with questionable or 
unsound business enterprises and should not, 
for a reward or otherwise, lend its name 
and reputation to any promotion or publicity 
that it does not know of its own knowledge 
to be reputable and honorable. 

Having started the code we can now pro- 
ceed with statements of the correct ethical 
principles involwed in such subjects as—con- 
jlicting or adverse interests in the subject 
matter of trusts, performance of unremu- 
nerated but needed services, relations with 
attorneys, insurance agents and other co- 
operating classes, advertising, fees, dealings 
with trust property, secret profits, punctual- 
ity and expedition, gifts and favors, candor 
and fairness, the obligations of secrecy, 
maintenance of the dignity and honor of the 
corporate fiduciary, and other equally im- 
portant elements of a well considered code. 

In conclusion, permit me to say that I 
know of nothing that would be more stimu- 
lating and perplexing to the inquiring mind 
of the trust officer than the self-imposed task 
of formulating and collating a code of ethics 
for trust companies. 
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C. J. Winter, treasurer of the Vermont 
Loan and Trust Company of Spokane, Wash., 
has resigned, and E. D. Ham, attorney for 
the company, has been named successor. 

The Hayes Circle National Bank & Trust 
Company is being organized at Newark, 
N. J., with capital of $700,000. 
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A. L. LATHROP 


Secretary ,Union Bank & Trust Company, Los Angeles 
who was chairman of Program Committee for Regional 
Conference 


L. H. ROSEBERRY 


Vice-President, Security Trust & Savings Bank, Los 
Angeles, who presided at the Fourth Regional Pacific 
Coast Trust Conference 
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C. SUMNER JAMES 


= : a Benson L. SMITH 
Vice-President, Citizens Trust and Savings Bank, ‘ : dee 
Angeles, Cal. Vice-president California Trust Company of Los Angeles 
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A Bank That Covers 
Rhode Island 


HE fourteen offices of Industrial Trust 

Company cover the state of Rhode 
Island and reach over six hundred thou- 
sand busy progressive people. 


Industrial Trust Company has kept pace 
with the development of this state. Among 
the complete facilities it offers is a highly 
organized Trust Department where the 
complicated demands of modern estate 
handling are met from day to day. 


The people of Rhode Island have also kept 


pace with Industrial Trust Company. This 
is shown by the bank’s accounts which 
number one for every three people in the 
state. 


INDUSTRIAL 
TRUST COMPANY 


Resources More Than $100,000,000 Member of Federal Reserve System 


Four PROVIDENCE Offices 


49 WESTMINSTER STREET 63 WESTMINSTER STEET 
1515 BROAD STREET 220 ATWELLS AVENUE 


E. PROVIDENCE PAWTUCKET NEWPORT 
WOONSOCKET BRISTOL WESTERLY 
PASCOAG WARREN WICKFORD 








Have you the new edition—just out? 





Completely revised and corrected 
for your safety 


The latest edition of the RAND 


M‘NALLY Bankers Directory (Blue 
Book) has just been distributed to sub- 
scribers. A limited number are still 
available for special requests. These 
copies will be sent out in the order in 
which subscriptions are received. 


Every September and March the Blue 
Book is issued with an average of two 
hundred thousand corrections neces- 
sitated by normal changes in the bank- 
ing business. The new edition is com- 
pletely up to date with some 291,000 
revisions—new banks, mergers, new 
officers, deposits, loans, etc.—signifi- 


cant facts and figures to which every 
banker must have ready access. 

Bankers everywhere consult the 
latest edition as an authority in all 
banking transactions. They have 
found through years of experience that 
its information is comprehensive, com- 
plete and absolutely correct. 


This standard volume is but one of 
the many valuable bankers’ aids pub- 
lished by Rand M¢‘Nally & Company, 
leading bank publishers since 1871. 
Together they constitute an intensive 
survey of the financial field and provide 
a complete service for every bank need. 


Rand M¢Nally Bank Publications: 


Bankers Directory (Blue Book) 

The Bankers Monthly 

Key to the Numerical System 
of the A. B. A. 


The Bankers Service Bulletin 
The Bankers Service Guide 
Banking and Business Ethics 
Maps for Bankers 


RanD M&NALLY & GomPANy 


Dept. J-32 
536 S. Clark Street, Chicago 


Washington 


70 Madison Avenue, New York 


Los Angeles 
Largest Publishers of Banking Publications in the World. Established 1856 


San Francisco 


Official Numbering Agent, American Bankers Association 




















POTENTIAL LIABILITIES ENCOUNTERED BY TRUSTEE 
IN THE CLOSING OR TERMINATION OF TRUSTS 


HOW PROBLEMS AND RESPONSIBILITIES MAY BE MINIMIZED 


VINCENT K. BUTLER, JR. 
Counsel, Mercantile Trust Company, San Francisco, Cal. 


(Eprror’s Nore: 


The following paper, presented at the Fourth Regional Pacific Coast 


Trust Conference, contains a number of suggested clauses which anticipate problems that 


frequently arise at the termination of the trust. 


Ur. Butler discusses provisions cover- 


ing both notice and adequacy of the receipt, identity of beneficiaries, manner of distribu- 
tion, trustee’s account on termination, condition in which trust estate is found, retention 
of portion of property to meet contingencies and questions of taration.) 


T the outset it 
way 


may be said that the 
to minimize problems on 

termination of trusts is to anticipate 
them when the trust agreement is prepared 
and while the trust is being administered. 
Let us take first the case of the ordinary 
private trust. The major questions that im- 
mediately arise are: (1) Has the event oc- 
curred which terminates the trust? (2) Is 
the identity of the distributees established, 
and have they capacity to receive and to 
execute a and discharge? (3) In 
what manner may distribution be made? (4) 
Is the accounting in such condition as to 
justify a final discharge? (5) Is the trust 
property in proper condition? (6) Are all 
taxes determined and paid, or should a por- 
tion of the trust estate be withheld to meet 
them? 


best 


release 


Actual Termination of Trust 

We may take up these points in turn. The 
conventional trust usually terminates upon 
the death of the life tenant, or upon the at- 
taining by the beneficiary of a 
age. Sometimes a particular date is fixed 
for the termination, and this is becoming 
more frequent in California since the code 
amendment permitting trusts for twenty-five 
years, independently of the lives of persons 
in being. Some doubt has been suggested 
the constitutionality of this amend- 
ment, but no case has yet been decided, and 
until it is, conservative conveyancers will 
still use the lives of persons in being as the 
measure of the term of the trust. 

Whatever be the date or event of termina- 
tion, the trustee must fully satisfy itself 
that under the terms of the trust, distribu- 
tion may be made. If a person has died, a 


designated 


about 


certified copy of the death certificate will 
be required; if a person has attained a desig- 
nated age, a certified copy of the birth certifi- 
cate or other satisfactory evidence may be 
adduced. It is good practice to insert in 
the trust agreement itself, as a part of the 
trustor’s recitals, the dates of birth of the 
respective beneficiaries. It should be kept 
in mind that an event of termination may 
occur and the trustee, not knowing of its 
happening, may continue to make the pre- 
scribed income payments. To safeguard the 
trustee, a provision requiring notice should 
be inserted in the trust agreement. 


Conventional Clauses to Anticipate Problems 


I am going to take the liberty of propos- 
ing a number of conventional clauses de- 
signed to anticipate problems which arise at 
the termination of the trust. They are not 
set up as classic forms, but they do contain 
suggestions which I think will be found help- 
ful in daily practice. 

I may suggest here, too, in connection with 
the practice of law by trust companies, that 
there can be no possible objection to the 
trust officer or to the lawyer in the trust 
company suggesting to counsel who prepare 
trust agreements these various clauses, these 
conventional clauses which are designed to 
expedite, to facilitate and to make econom- 
ical the administration of the trust. 

I suggest that some provision similar to 
the following be used, covering both notice 
and the adequacy of the receipt: 

“It shall be the duty of the several persons 
to whom the trustee is directed to make pay- 
ments hereunder to notify the trustee of the 
happening of the event or events by reason 
of which such persons or any of them may 
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become entitled to receive any such payment 
and to furnish proof to the reasonable satis- 
faction of the trustee of the happening of 
such event or events; and any payment pur- 
suant to the terms hereof made in good faith 
by the trustee before receiving such notice 
and such satisfactory proof or in reliance 
upon such notice and such satisfactory proof 
when received, shall be deemed to have been 
made in the lawful execution of the trusts 
hereby created. The receipts of the several 
persons to whom the trustee is by the terms 
hereof directed to pay the net income or net 
principal of the trust estate shall be as 
against all persons, an absolute discharge 
and acquittance of the trustee as to the 
amounts and property covered thereby.” 


Identity of Beneficiaries 


The next question for determination is the 
identity of the beneficiaries. In the ordi- 
nary case, there is little difficulty. The dis- 
tributees are named, easily identified, and 
in many instances well known to the trustee 
during the life of the trust. It not infre- 
quently happens, however, that the trust in- 
strument requires distribution to be made 
on certain contingencies to the heirs of the 
trustor, or in a manner appointed in the 
last will of a particular person. In the 
former case the trustee must in no event 
attempt to determine the heirs and the pro- 
portions in which they shall take. The proper 
procedure, and the only way in which the 
trustee can be protected, is to file a bill in 
equity to establish these matters. That is 
at least true in California, as pointed out 
in Gray vs. Union Trust Company (171 Cal. 
637). I believe this to be the practice in 
other states. It may be noted also that we 
have a special section of the Code of Civil 
Procedure in California, under which any 
person interested may initiate the proceed- 
ing. In the case of distribution in accord- 
ance with the exercise by will of a power of 
appointment, it is, of course, imperative that 
examination be made of the proceedings in 
the estate of the donee of the power, and of 
the decree of distribution, if there be one, 
and in all cases the trustee must see that 
it is fully protected in making delivery under 
the will and decree. 

I have mentioned the capacity of the bene- 
ficiary to receive and receipt for the prop- 
erty. If the person entitled be a minor, a 
guardian must act for him. If he be in- 
competent, the same rule applies. It is also 
necessary to determine the existence and 
sufficiency of any assignment that may have 
been made, of the beneficial interest. 
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Manner of Distribution 


We come now to the manner of distribu- 
tion. The trustee has certain property in 
its possession, and several persons are to 
receive it. Specific gifts are rarely made, 
and are to be avoided. The trustee is, there- 
fore, in practically all cases, required to 
make a division, and it is likely to have real 
property, securities and cash to divide. The 
beneficiaries are called in and an arrange- 
ment agreed to, if all is amicable. If not, 
there is difficulty. Here again we suggest that 
ths problem be anticipated by the insertion 
of a clause in the trust agreement giving the 
trustee power to make the division as it in 
its discretion may deem equitable. The fol- 
lowing clause might be adopted: 

“In any case in which the trustee is re- 
quired pursuant to the provisions hereof to 
divide the principal of the trust estate into 
parts or shares or to distribute the same, 
it is authorized and empowered in its sole 
discretion to make such division or distribu- 
tion in kind or partly in kind and partly in 
money, and for the purpose of such allot- 
ment the judgment of the trustee concern- 
ing the propriety thereof, and the relative 
value for the purpose of division or distribu- 
tion of the property and securities so al- 
lotted shall be binding and conclusive on all 
persons interested therein.” 

The next question concerns the trustee's 
account on termination. The problem likely 
to arise most frequently in this regard will 
concern the disposition of stock dividends, 
the amortization of bond premiums and dis- 
counts, and the respective rights of the life- 
tenant and remainderman. We are familiar 
with the law as it has been established for 
the determination of these questions, and it 
is fairly well settled. 


Expressing the Trustor’s Intention 

We know from our experience that from 
time to time questions of fact will arise, as 
well as doubtful legal situations, and that 
the most effective, equitable and economic 
way to meet them, is to anticipate them by 
appropriate clauses in the trust agreement. 
It is suggested that consideration be given 
to the adoption of a clause similar to the 
following, or to some suitable adaptation 
designed to express the trustor’s intention: 

“Whenever the principal of the trust fund 
or any part thereof shall be invested in 
bonds, notes or other securities bought or 
received at a premium or a discount, the 
person or persons entitled to receive the in- 
come from the trust fund shall receive the 
full income thereof after payment of all law- 
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ful expenses and charges and no deduction 
therefrom or addition thereto shall be made 
for the purpose of amortizing such premium 
or discount. 

“All stock dividends shall be treated as 
principal and be added to the trust fund so 
far as permitted by law. Proceeds of sale 
of ‘Rights to Subscribe’ for additional stock 
shall be credited to principal.” 

Circumstances may, of course, require that 
this clause be modified to meet the require- 
ments of a particular case, but in the main 
it will be found workable and just, and a 
means of avoiding much involved 
ing and possible litigation. 


account- 


Condition in Which Trust Estate Is Found 


Another problem may arise out of the 
condition in which the trust estate is found 
when the trust terminates. If there be real 
property in the estate, it may be subject to 
a lease executed by the trustee for a term 
extending beyond the life of the trust. This, 
of course, is a situation to be avoided dur- 
ing the administration of the trust, unless 
the trust agreement allows the trustee to 
lease without limit as to term, the lease re- 
cites the possible prior termination of the 
trust, and the beneficiaries join as lessors. 
It may also be found that the securities in 
the trust estate have depreciated in value, 


and if they be not legal investments, we 


know that trouble is in store, unless proper 
safeguards have been established. This ques- 
tion has been so thoroughly canvassed that 


I need only mention it, but 
risk of 


I shall, at the 
appearing academic, submit to you 
another paragraph for insertion in the trust 
agreement with a view to protecting the 
trustee as well as accomplishing the trustor’s 
purpose if he desires non-legal investments 
to be retained: 

“The trustee may retain as part of the 
trust estate any securities or property which 
may be assigned or delivered to it, or re- 
ceived by it, whether the same are approved 
investments for trust funds or not, and the 
trustee shall incur no liability by reason of 
any depreciation in value of such securities 
or property constituting a part of the trust 
estate.” 

There is another clause which might be 
appended as part of this, and I submit to 
you for consideration the following: 

“The trustee in its discretion is author- 
ized and empowered to enter into and par- 
ticipate in the reorganization, consolidation 
and liquidation of any corporation whose 
securities are held as part of the trust es- 
tate hereunder, to make such deposit of such 
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securities as may be necessary in connection 
therewith, and in its discretion to receive 
and hold new securities in lieu of such se- 
curities so held.” 


Retention of Property to Meet Contingencies 


With the foregoing questions resolved and 
distribution about to be made, the last but 
by no means the least of the matters to be 
considered, is the retention by the trustee 
of a portion of the trust property to meet 
future contingencies, particularly additional 
tax demands. If the trust is one in which 
the donor has reserved a life income, or a 
power of revocation, and the transfer be 
found to be subject to either state or federal 
death duties, a final clearance must be ob- 
tained or a sufficient sum retained to meet 
all requirements. Inquiry should also be 
made, in cases where the trust does not ter- 
minate on the trustor’s death but continues 
for a term thereafter with contingent gifts 
over, to see if a bond has been given as per- 
mitted by some state statutes, to pay the 
tax upon the happening of the contingency 
which will determine the amount of the tax. 
In such a the tax must be 
paid and a clearance obtained. 

Death duties are not the only taxes to 
be considered. Personal property taxation 
is equally important, and the penalties for 
its evasion are severe. In California, for 
example, under the new law for the assess- 
ment of so-called foreign securities at but 
seven per centum of their value if full re- 
turn is made, the penalty is assessment at 
full value upon discovery of non-disclosure. 
Similar statutes are found in other states. 
The trustee must, therefore, have made the 
returns itself and paid the tax through the 
years, or must be satisfied that the trustor 
or beneficiaries have done so. Prudence and 
good practice suggest annual notices to the 
beneficiaries at tax time, that the trustee 
will make the return and pay the tax if 
they do not do so. 


ease, of course, 


When Power of Revocation Is Exercised 

Up to this point, we have considered only 
the termination of a trust in normal course 
at the expiration of its term. But what of 
the trust that is terminated by the exercise 
of a reserved power of revocation, and the 
practice of reserving and exercising such a 
power is growing ever more general? Some 
of the problems we have considered will not 
arise in such a case, because delivery is 
made to the trustor, but an additional ques- 
tion does arise, namely the necessity of hav- 
ing the power of revocation exercised in 
exact conformity with the terms of the agree- 
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ment, in addition to receiving a full receipt 
and discharge from the proper parties. You 
will indulge me, I hope, if I submit one more 
clause for your consideration. It is as fol- 
lows: 

“The trustor from time to time during his 
life, may by instrument in writing delivered 
to the trustee, amend, alter in any manner, 
or revoke in whole or in part this indenture 
and the trusts hereby created, and in case 
of such revocation such instrument shall 
direct the disposition to be made of the trust 
estate or of the portion thereof affected by 
such revocation, and the trustee shall make, 
execute and deliver such instrument, if 
any, and make such conveyances and trans- 
fers of property as may be necessary or 
proper, in order to carry the same into 
effect.” 


Testamentary and Court Trusts 


The termination 
court trust 
those we 


of a testamentary or 
presents questions similar to 
have considered with respect to 


private trusts, although in California and 


other states the probate court retains juris- 
diction of the trust for a number of pur- 
poses, and the trustee enjoys the protection 
of the court’s decrees, not only for the set- 
tlement of periodic and final accounts, but 


also for the determination of the beneficia- 
ries and their distributive shares. To Cali- 
fornia companies and perhaps to others, the 
opinion of Judge Shaw in McAdoo vs. Sayre 
(145 Cal. 344), is illuminating on this point. 
But whether the heirs or beneficiaries are so 
determined, or whether in the case of a pri- 
vate trust a bill in equity be filed by the 
trustee to determine heirship, as we have 
already mentioned, the trustee and its offi- 
cers must be ever mindful of this, that no 
representative appear as a witness to as- 
sist the court in establishing the identity of 
the persons entitled. The danger is obvious, 
for the trust officer has come to know the 
family, or a part of it, during the term of 
the trust, he is in court with his account, 
and what more natural than that he should 
add to his proper testimony a statement nam- 
ing the persons whom he believes to be heirs. 
The same thing may occur upon final distri- 
bution of an estate, for which a trust com- 
pany is executor or administrator. 


Trustee Savings Account 


There is another kind of trust termina- 
tion not ordinarily considered as part of 
trust company matters, but interesting nev- 
ertheless. We are all familiar with the 
so-called trustee savings account, in which 
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the depositor opens an account reserving 
the power to make withdrawals during his 
lifetime, and upon his death to pay any 
balance in the account to a named benefi- 
ciary. In the ordinary way, payment is 
made at death to the person designated, on 
proof of death and receipt of treasurer’s 
consent. But last month a New York Surro- 
gate held that a will disposing of the money 
in such an account superseded and prevailed 
over the terms of the trustee account. The 
Bowery Savings Bank had accepted two such 
trustee accounts. After the depositor’s 
death it was learned he had made a will 
giving the money to a person other than the 
designated beneficiary, and it was held that 
the legatee named in the will was entitled. 
The ruling will be of prime interest to sav- 
ings departments, but it will give thought 
also to trustees under revocable trusts, and 
suggest to them the advisability of satisfy- 
ing themselves before distribution, that the 
will of a deceased trustor cannot be 
strued as a revocation of his trust. 


con- 


Corporate Trusts 


There remain only corporate trusts to be 
touched upon. Their termination involves 
but few questions which need be mentioned 
here. The trustee must, of course, have all 
the bonds in its possession, or sufficient funds 
to retire them, before a reconveyance is de- 
livered, and if the request for release be 
made on deposit of funds prior to maturity 
or call date, the trust indenture should be 
examined for authority to deliver the recon- 
veyance in anticipation of the actual ma- 
turity or redemption date. If a call for re- 
demption has been made, proper proof of 
authority and notice must be required. In 
addition, a call prior to maturity requires 
examination of the bonds for all unmatured 
coupons. The disposition of bonds surren- 
dered and paid vitally affects the trustee. 
Cremation is the usual practice. If the bonds 
are required to be delivered to the company 
that issued them, they must be fully and 
effectively canceled. 

It may happen that some bonds are not 
presented until long after the payment date. 
In such a case a question may arise whether 
the corporate trustee has become trustee of 
a particular fund for the benefit of the tardy 
bondholder and as such required to invest 
or pay interest on the fund. To avoid this, 
a clause should be inserted in all trust in- 
dentures freeing the trustee from liability 
to invest or pay interest on moneys in its 
possession unless it shall have expressly 
agreed in writing to do so. 
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Mrs. EDGAR SCOTT JUST COULDN’T 
UNDERSTAND 


Mks. EDGAR SCOTT had just finished the most important piece of literature she had 
ever read. There were only ten pages and on the cover were the words, “Last Will 
and Testament of Edgar Bradford Scott”. She handed it back to her husband. 


“I think it's wonderful, my dear”, she said, “but I must confess I can’t understand all 
the legal terms. What is the difference between real and personal property? What 
does per stirpes mean and just what is a trust fund?” 


“I thought you wouldn't understand, Mary, and that is why paragraph IV is worded 
as it is. Let me read it again. ‘I nominate, constitute and appoint my wife Mary Willis 
Scott and Guardian Trust Company of Detroit as executrix and executor of this my 
last Will and Testament!’ 


“If 1 had named you as sole executrix, you would, in the first place, be at a loss to 
interpret the legal phraseology and you would be constantly worried by the thousand 
and one details that are bound to come up from time to time. By naming the 
Guardian Trust Company as co-executor you still have just as much voice in the man- 
agement and disposition of the estate. In addition you have the benefit of their 
experience and facilities and you are relieved of all worry. Besides, should you become 
incapacitated or die the estate would be settled just the same. The trust company is 
a permanent institution. 


By naming the Guardian Trust Company as executor or co-executor of your estate, 
your heirs will receive the benefit of the combined judgment of a group of trained 
business men—men who possess specialized experience in financial affairs. 


OF DETROIT 


DIRECTORS OF THE GUARDIAN TRUST COMPANY 


FORD BALLANTYNE, 

Secretary of Machigan Alkals Company 
HENRY E. BODMAN, 
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LAWRENCE D. BUHL, 
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ROY D. CHAPIN, 
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GEORGE R. COOKE, 
President, George R. Cooke Co 
FRANK COUZENS, 
Vice-President, Frazer-Couzens Company 


FRED. J. FISHER, 
Visce-Pressdent, General Meters Corporation 


Counsel 


EDSEL B. FORD, 
President, Ford Motor Company 


LUMAN W. GOODENOUGH, 
Goodenough, Voorhies, Long & Ryan 


JOHN C. GRIER, Jr 
Pressdent, Guardsan-Detrost Company 


EDWARD P. HAMMOND, 
President, Gemmer Manufacturing Company 


CARLTON M. HIGBIE, 
President, Keane, Highte & Company 


HARLEY G. HIGBIE, 
Treasurer of the Hugo Scherer Estate, Inc 


SHERWIN A. HILL, 
Warren, Cady, Hill & Hamblen 


JEROME E. J. KEANE 
Charrman of the Board, Keane, Highse & Company 
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President, Packard Motor Car Company 
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Chairman of the Beard, Fisher Bady Corporation 
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JAMES R. MURRAY, 


President | W. Murray Mansfacturing Company 
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Vice-President, Guardian Trust Company 
STEUART L. PITTMAN, 
Vice-President, Guardian Trust Company 


WALTER S. RUSSEL, 
Presedent, Russel Wheel & Foundry Company 


ALGER SHELDEN, 
President, Shelden Land Company 


ALLAN SHELDEN, 
H. D. Shelden's Sons 


LUTHER S. TROWBRIDGE 
Trowbridge, Lewis & W arksns 


CHARLES B. VAN DUSEN, 
President, S. S. Kresge Company 


HIRAM H. WALKER, 
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LEWIS K. WALKER, 
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HOLDING NON-LEGAL INVESTMENTS IN COURT TRUSTS 


AUTHORITY FOR RETENTION OR DISPOSAL OF INVESTMENTS SHOULD 
BE CLEARLY EXPRESSED IN TRUST DOCUMENT 


DONALD MYRICK 
Vice-President and Trust Officer, The First National Bank of Santa Barbara, California 


(Eprror’s Norte: 


In the following paper, presented at the recent Fourth Regional 


Pacific Coast Trust Conference, Mr. Myrick directs attention to the satisfactory results 
obtained from the adoption of a clause in wills or trust documents, suggested by the 
Trust Company Section of the California Bankers Association, which reads: “Said trus- 
tee may, in its discretion, retain and hold, so long as it deems desirable, any property 
which it may receive from my estate, whether or not the same may be permissible by 
law as investment for trust funds.” ) 


NE of the first problems arising after 

the acceptance of a court trust is 

usually regarding the non-legal se- 
curities received by the trustee. The average 
investor during his lifetime does not limit 
his purchases to securities that have been 
declared legal for trust funds in the state 
of which he is a resident. His investments 
are selected from a broad field of stocks 
and bonds very few of which will qualify as 
legal for trust funds. Not infrequently the 
bulk of his investments will be the stock of 
a close family corporation which either he 
or some of his forebears have built up. 

To aggravate the problem of the trustee 
still further, the document creating the trust 
will have been drawn, in many instances, 
with little consideration of the actual opera- 
tion of the trust. The testamentary trustee 
is customarily given general powers “to in- 
vest and reinvest” the corpus without re- 
gard to the legal and practical difficulties 
that confront the trustee in carrying out its 
duties. Unless the will specifically empow- 
ers the trustee to retain the securities re- 
ceived from the estate or to purchase the 
type of investments so received, the ques- 
tion of their retention immediately arises. 


Examination of Law 


An examination of the law on the subject 
is naturally the first step in considering the 
problem. As the provisions relative to in- 
vestments by trustees must necessarily vary 
in different jurisdictions, this discussion will 
be confined generally to the situation in Cali- 
fornia. In this state there is a distinction 
between the investments which may be 
made by an individual trustee and those of 


a corporate fiduciary. Section 2261 of the 
Civil Code provides that the trustee shall 
invest funds “in such manner as to afford 
reasonable security and interest for same.” 
For the corporate trustee, on the other hand, 
this section is modified by Section 105 of 
the Bank Act, which reads as follows: 

“Every trust company shall, except as 
otherwise provided by law, invest its capital 
and surplus and any trust funds received by 
it in connection with its trust business, in 
accordance with the laws relatiwe to the 
investment or loan of funds deposited with 
savings banks, unless a specific agreement 
to the contrary is made between the trust 
company and the party creating the trust, 
or unless it is otherwise ordered by the court, 
in connection with any court trust.” 

The securities that are legal for savings 
bank investments in California consist of a 
restricted group of bonds which have met 
the requirements of the law and have been 
approved by the superintendent of banks. 
Also such bonds as are legal for savings 
banks in Massachusetts and New York are 
authorized for investment by savings banks 
in this state. At best the list is very limited; 
it includes no stocks and few of the bonds 
generally held by investors. The very fact 
that certain bonds are legal for banks and 
trustees gives them an artificially high valu- 
ation which makes them less suitable for 
the individual. 

The question of retention of non-legal in- 
vestments is thus almost sure to occur in 
testamentary trusts where no special author- 
ity is given the trustee. When the problem 
is submitted to the beneficiaries, as is fre- 
quently done by corporate trustees, the argu- 
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ment is usually advanced that the owner- 
ship of the non-legal securities by the dece- 
dent ought to be sufficient authority to the 
trustee to continue to hold them. The testa- 
tor originally bought the securities, held 
them for some time prior to his death, did 
not instruct the trustee to dispose of them, 
therefore it is apparent it was his intention 
that they should be retained—this is the 
way the argument is usually advanced. 


Disagreement Among Authorities 


However strong popular opinion may be, 
the best authorities disagree on this point. 
William Mack, in his Cyclopedia, states the 
law very clearly: “Where the investment is 
not such as is recognized by the rules of 
law applicable thereto, the trustee should 
sell and reinvest in accordance with such 
rules, and the fact that the testator him- 
self made and approved of the investment 
will not relieve the trustee from responsi- 
bility for retaining it.’ He cites a New York 
and a New Jersey case both of which very 
plainly point out the duty of the trustee to 
dispose of unauthorized investments received 
from the testator’s estate. Perry is equally 
positive on this point. In discussing invest- 
ments by trustees he says: “In the absence 
of such directions and powers, the trustees 
must be governed by the general rules of the 
court, or by the statutes and laws of the 
state in which the trust is to be executed.” 

There appears perhaps one _ possibility 
which will permit the corporate tiduciary in 
California to retain non-legal securities. 
Again referring to Section 105 of the Bank 
Act, it is noted that investments must be 
confined to those legal for savings “unless 
it is otherwise ordered by the court in con- 
nection with any court trust.” An individ- 
ual trustee under the provisions of the code 
is not limited to legal bonds. Is it, there- 
fore, within the jurisdiction of the probate 
court to authorize a national bank or trust 
company acting as trustee to do what an 
individual trustee might do? After the final 
decree of distribution out of an estate to a 
trustee, the probate court continues jurisdic- 
tion over the trust under section 1699 of the 
Code of Civil Procedure. It is indisputable 
that this supervision goes so far as to the 
settlement of accounts, the granting of com- 
pensation, the enforcement of the provisions 
of the trust, the prevention of mismanage- 
ment of the estate and the correction of any 
abuse of the trust. 


Authority of Probate Court 


There are attorneys who claim that this 
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authority goes further. John William 
Heaney, who has given this subject much 
study, contends that the probate court has 
full authority to instruct the trustee as to 
retention of non-legal bonds. It is his con- 
tention that Section 1699 of the Code of 
Civil Procedure providing for the settlement 
of accounts of trustees gives the court full 
power to pass upon the manner in which the 
trustee is performing its duties. In support 
of his position, he cites McAdoo N. Sayre: 
“The object of the section under considera- 
tion was to provide a convenient and effec- 
tual method of procedure by which to secure 
a judicial determination, binding on all per- 
interested, that the estate is all ac- 
counted for, the accounts fully settled and 
the trust executed.” He further argues that 
Section 105 of the Bank Act should be read 
together with Section 1699 of the Code of 
Civil Procedure, both being acts of the legis- 
lature, the Bank Act having been held by 
the Supreme Court to control as to banks 
and their operation over the general law in 
conflict therewith. 

Mr. Heaney recommends that where the 
trust contains non-legal investments the 
court in its decree of distribution distribut- 
ing property to trustees direct the retention 
of such securities until the further order of 
the court. Each annual account of the trus- 
tee would then set forth all assets of a non- 
legal character held by the trust with a 
prayer that the trustee should continue to 
hold the same pending the further order of 
the court. It is his contention that the court 
could make such an order and that if un- 
appealed from, it would be binding and con- 
clusive, citing the Estate of Blake (157 Cal. 
448), where an erroneous payment was made 
to the wrong beneficiary, the account was 
settled, no appeal taken, the court held the 
settlement of the account conclusive. 


sons 


Sane Judicial Interpretations 

On the other side of the argument relative 
to the court’s jurisdiction is a Wyoming case. 
the syllabus of which states: “Where a will 
expressly limits investment of the trust funds 
to certain securities, it is not within the 
power of the court to change the terms of 
the trust in that particular by approving 
unauthorized investments.” However, in its 
decision the court says: “It is further con 
tended that the approval by the court is finai 
and res judicata. A number of cases from 
California are cited as supporting that view, 
but they are not applicable here for the 
reason that the California statute is differ 


ent from ours.” <A recent California case is 
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-reported as follows: “It is a principle in 
the law of trusts that the directions con- 
tained within the trust agreement are the 
sole guide to the conduct of the trustee. It 
is to the trust agreement and to that only 
to which he must look for his orders and 
these,orders, in the absence of conferred dis- 
cretionary power, he must strictly follow 
without question or hesitation.” A still more 
recent decision on the jurisdiction of the 
probate court states: “By the rendition of 
the decree of final distribution (a testamen- 
tary trust) had been permanently removed 
from the jurisdiction of the probate court 
for all purposes excepting the settlement of 
the accounts of the trust; consequently 
neither the property belonging to the trust 
the trustee thereof were any 
amenable to the orders of that court.” 


nor longer 


Practice Observed by Trust Companies 

A survey of the practice of the 
leading banks and trust companies in Cali- 
fornia and the other western states made 
in the preparation of this paper indicates 
that there is much doubt as to the power of 


some of 


the court to order retention of securities 
not authorized by law. The majority of 
trust officers follow the practice which is 


well expressed in a New York case: “When 


a trustee finds the estate committed to him 
already invested in interest-bearing securi- 


ties, it is not his absolute duty at once to 
dispose of them without regard to the mar- 
ket or demand for them, or the ruling price, 
or the probability of an advance in their 
value. But ordinarily, if a trustee sees fit 
such investments after he shall 
had a reasonable opportunity to sell 
without and to invest them in 
those securities which by law he is author- 
ized to hold, it must be an exceptional case 
which will justify him in his failure to do 
result of that failure, 


loss.” 


to continue 
have 


loss, 


them 


so where, as a there 


has been a 
While doubt as to 
the authorize re 
tention of securities indefinitely, the law and 
practice are united on the right of a 
trustee to hold non-legal investments until 
the market is propitious for their disposal. 
Such retention is temporary only and pend 
suitable opportunity to convert. The 
must exercise prudent judgment in 
regard. It is therefore of utmost im 
portance that the corporate fiduciary have 
ample records of the exercise of its judg 
ment concerning the advisability of continu- 


there is considerable 
probate court’s power to 


food 


ing a 
trustee 
this 


ing the investments. The non-legal securi 
ties should come up for review at frequent 
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intervals and careful records should be kept 
of the facts and the decisions made at each 
consideration of the problem. 

Such retention is at the most temporary. 
However, those trustees who do not rely on 
the order of the probate court to continue 
such legal securities indefinitely often have 
other methods of protecting themselves in 
the holding of unauthorized investments. In 
many cases advantage may be had of Sec- 
tion 2258 of the Civil Code which reads: “A 
trustee must fulfill the purpose of the trust, 
as declared at its creation, and must follow 
all the directions of the trustor given at 
that time, modified by the con- 
sent of all parties interested.’ A properly 
worded consent signed by all the beneficia- 
ries of the trust authorizing the retention of 
non-legal securities would undoubtedly afford 
full protection to the trustee under this pro- 
vision of the statute. Unfortunately, how- 
ever, the remaindermen of trusts are often 
minors and consequently not able to give 
their consent, in which event this method 
of securing protection fails. 

Frequently the testator has provided that 
certain beneficiaries must approve all 
and purchases by the trust. In these cases 
the recommendation of the trustee to sell 
non-legal bonds and the written refusal of 
the named beneficiaries to approve the sale 
including their authorization to continue the 
investments would presumably fully protect 
the trustee. 


except as 


sales 


Difficulties Confronting the Fiduciary 

But, whatever method may be used to se- 
cure protection for the retention of unau- 
thorized investments where the will is silent, 
they are at best makeshifts. Without a clear 
provision in the will to continue investments, 
there is a possibility of future difficulty for 
the corporate fiduciary in 
sustained in such assets. 


event losses are 
The section in the 
Bank Act which gives an implied power to 
the court to give orders concerning invest- 
ments by trust companies may govern. As 


yet, however, there have been no cases on 
this point and until the question has been 
definitely settled either through court deci 


sion or legislative enactment, there will al- 
ways be doubt as to the court’s authority. 
Meanwhile, the fiduciary assumes a certain 
amount of risk in continuing 
vestments. In the 


non-legal in 


view of small compensa 


tion received by the trustee it is a grave 
question whether it is warranted in assum- 
ing such a responsibility. This is a matter 


of policy which each institution must settle 
for itself with full knowledge of the liability 
entailed. 
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Definite instructions of ‘the Troster j 


The real solution to the question is to 
have written into the document creating the 
trust the detailed instructions of the trustor. 
The cooperation of the legal profession and 
the education of the public is necessary to 
accomplish this end. The lawyer and trust 
officer in discussing a will with the testator 
must point out the advisability of the trus- 
tor himself stating clearly his wishes in the 
matter. If it is his desire that his stocks 
and non-legal bonds be continued in the 
trust he is creating, he should clearly ex- 
press himself. He should not only authorize 
his trustee to continue the investments, but 













































































relieve him from all responsibility for so 
doing. He should go further and authorize 








him to retain any securities received in ex- 
change for those owned by him to cover the 
contingency of reorganizations and consolida- 
tions. The clause on this point suggested by 
the Trust Company Section of the California 
Bankers Association is very well worded: 
“Said Trustee—may, in its discretion, re- 
tain and hold, so long as it deems it desir- 
able, any property which it may receive from 
my estate, whether or not the same may be 
permissible by law as investment for trust 
funds—.” 
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—At the New York End 


One of New York's oldest banks offers 
its services as an efficient correspond- 
ent for firmly established banks and 
bankers in all parts of the country. 


ESTABLISHED 1812 
NEW YORK CITY 


Capital, Surplus and Undivided Profits over $11,000,000 








TENURE OF AMERICAN PROSPERITY 

The Philadelphia-Girard National Bank of 
Philadelphia, says in its current “Economic 
Review” “Industry, business, employment, 
wages, production, distribution and consump- 
tion continue at high level. There is excel- 
lent prospect that this will persist, certainly 
well into next year, unless something unfore- 
seen shall prevent. Speculation in the stock 
market, in which quarter it has been almost 
entirely confined, has had another and salu- 
tary check. Money is abundant, at moder- 
ate rates. Commercial needs are being sup- 
plied so that business has felt no cramp or 
burden in its legitimate credit requirements. 
There are very many who believe with Judge 
Gary, that economic conditions are so sound 
business can continue with confidence. The 
steel industry is strongly supporting that 
view.” 

Ralph H. McQuat, assistant director of 
law of the city of Cleveland, has become as- 
sociated’ with the trust department of the 
Pearl Street Savings & Trust Company of 
Cleveland. 

The Leonia Bank & Trust Company of 
Leonia, N. J., opened for business October 
1st. Capital, $100,000; surplus and profits, 
$51,846.71. William O. Gantz is president. 
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The United States 
has 30,000 banks 


—24th in deposits 
stands The Marine 


m™ MARINE 
TRUST GOMPANY 


OF BUFFALO 


Resources more than $200,000,000 
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Outpost 
of an Army 


VEN in a land accustomed to tremendous 
business developments, the story of the 
growth of the telephone reads like a fairy tale. 


Where only fifty years ago a single message 
was heard over a single telephone, today 
there are more than 73,000,000 daily con- 
versations over a network of 54,000,000 
miles of wire, connecting over 17,000,000 
telephones. 
In the brief span of a half century, the first 
telephone has developed into a national 
service. 
The Bell System alone requires a personnel 
of 300,000 people, and uses plant facilities 
costing over $2,600,000,000. 
A nation-wide plant and nation-wide ser- 
vice underlie Bell System securities. 
The dividend rate of the stock of A. T. & T. — parent 
company of the Bell System—is 9%. This investment 


stock can be bought in the open market to yield a good 
return, Write for booklet, “Some Financial Facts.”’ 


“BELL TELEPHONE 
SECURITIES CO. ine 


D.F. Houston, President 
195 Broadway NEW YORK 


“The People’s 
essenger”’ 











CARDINAL REQUIREMENTS FOR ACCEPTANCE OF 
LIVING TRUSTS 


MORAL AND PRACTICAL ASPECTS OF FIDUCIARY RESPONSIBILITY 


LANE D. WEBBER 
Vice-President and Trust Officer, The First Trust and Savings Bank of San Diego, Cal. 


obligations should 

ever be prompted by reason, dictated 

by business sagacity, and governed by 
recognized principles. As the responsibility 
and sanctity of the obligation increase, quite 
logically, should the greater caution be exer- 
cised in assuming the burden. Obligation 
finds its highest exemplar in the sacred fidu- 
ciary relation existing between trustor and 
trustee. Therefore, the acceptance of a trust 
is probably the assumption of the greatest 
obligation. Any attempt to define rules and 
requirements for the acceptance of such sol- 
emn exacting and weighty responsibilities 
must, perforce, be somewhat general. 

One planning the creation of a trust to 
operate after his demise cannot be actuated 
by motives of personal advantage, but per- 
sons contemplating the making of a “living” 
trust may be prompted by the most ulterior 
of motives. 


HE acceptance of 


Hence the necessity for treating 
the transaction at its inception with the most 
precise and painstaking scrutiny and 
thoughtfulness, 


Six Cardinal Questions 


There are certainly six cardinal 
inary questions for determination. 

1. Js the proposed undertaking of high 
moral character and sound financial proba- 
bility ? 

2. Is the person or are the persons seeking 
to create the trust worthy of and entitled 
to the service sought? 

3. Is the relationship to be established one 
of which the trustee 
proud? 

4. What are the probabilities of success- 
fully and satisfactorily accomplishing the 
purpose or purposes intended? 

5. Will the transaction be advantageous 
and profitable to the trustor or trustors and 
beneficiary or beneficiaries in 
dered as well as financially? 

6. Does the prospective business give prom- 
ise of being profitable and satisfactory to the 
trustee? 


prelim- 


may, at all times, be 


service ren- 


A discussion of the points suggested by 
these interrogatories may develop some of 
the conditions necessarily and properly prece- 
dent to the taking of a trust. 


Moral Character of Undertaking 

Surely the venture should be 
legally, equitably, morally and _ financially 
sound and fraught with no intent or possi- 
bility to evade the law or exploit the inno- 
cent or unwary investor. Frequently at- 
tempts are made to use the trust company 
for the purpose of circumventing the law 
in such a way or to such an extent as prac- 
tically to amount to an evasion thereof. This 
cannot be countenanced, else the trust com- 
pany will lose the respect and confidence 
upon which its very existence is founded and 


business 


LANE D. WEBBER 


Vice-President and Trust Officer, First Trust & Savings 
Bank, San Diego, California 
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more dire consequences (if such there be) 
may follow. The law is the life of the trust 
company and the maintenance of law and 
the encouragement of respect therefor should 


have prominent and permanent place in the 
trust creed. 


The numerous phases of taxation, many 
of which are popularly believed to be in- 
equitable in their application, furnish the 
motive for frequent assaults upon the law 
and attempted evasions thereof. The adjust- 
ing of one’s affairs to promote economy in 
taxation is justified and may well be fos- 
tered and urged, but undertaking to evade, 
or defeat the plain intent of, the law is il- 
legal, un-American and wholly unworthy of 
the purposes of the trust company. The 
necessity for the presence of the certainty 
of moral standing and the assurances of 
financial probability is too obvious to re- 
quire more than its statement. 


Masking the Real Intent 


Incredible as it may seem, there are yet 
those who appear to believe that exploita- 
tion of the masses is the real purpose of 
those engaged in business for profit. Per- 
sons with such convictions often seek the 
association of an established and accredited 
agency of responsibility to mask the real 
intent of their schemes. No carelessness in 
analyzation, avarice, or promise of lucra- 
tive fees, should lure the trust company into 
becoming the bait for the incautious and un- 
suspecting investor, who may be lulled into 
a sense of security by the use of the name 
of a financial institution which to him por- 
trays safety and conservatism. Incidents 
of this type which often confront the trust 
officer have to do with the sale of securi- 
ties (most frequently stocks) and parcels of 
land. Similarly, opportunities to serve as 
registrar or transfer agent of stock issues, 
or as depositary of stocks or stock subscrip- 
tions, should be subjected to the most thor- 
ough investigation before allowing the trust 
company’s name to be used in connection 
therewith. 


Assuming your share (which is always 
more than half) of this bilateral, or perhaps 
multi-lateral, obligation, is somewhat like 
forming a partnership or contracting a busi- 
ness marriage. Therefore, what of the per- 
son or persons with whom you are asked to 
become so intimately associated? Do their 


standing in the community, business integ- 
rity and general reputation justify the con- 
tact and entitle them to the service sought? 
This inquiry becomes of less importance if 
the trust involves a simple living trust re- 
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lation but, even then, ultimate beneficiaries 
are to be considered. If to any degree the 
public, or groups thereof, may become inter- 
ested, the character and reputation of the 
persons for whom you are to act become of 
primary and conspicuous consequence. If 
the business anticipates sale to the public 
of investment offerings premised upon or 
mentioning the connection of the trust com- 
pany it becomes your duty to press such in- 
vestigation to complete information. Other- 
wise you may become party to the commis- 
sion of a moral, if not a legal, wrong. 


Where Foresight Is Necessary 


Whether or not the 


trust company can 
always, with propriety, feel proud of the 
alliance depends, in a measure, upon the 


result of the inquiries previously herein sug- 
gested. However, there may be other inci- 
dents that may, from time to time, affect 
the status of the trust, and the entire course 
of the engagement should be traced to deter- 
mine if there may be business or other en- 
tanglements that may embarrass the trust 
company, or bring about any regret because 
of a condition which then cannot be reme- 
died. While there may be no shame or hu- 
miliation, yet there may be little or no pride, 
result from incautiously or unwisely taken 
trusts. 

If there is not every known probability 
that the enterprise will be successful and 
that it can and will be completely and satis- 
factorily executed, it without saying 
that it should not be undertaken. Under 
such circumstances not only should the trust 
be rejected, but the persons attempting its 
accomplishment should be discouraged. We 
surely owe that duty to the public at large, 
to prospective investors and to the promo- 
ters themselves. No possible good can be 
derived from the assumption of an unwar- 
ranted hazard, and loss or discredit must 
come or attach to all connected therewith. 
Even if there is concerned no one other 
than the trustor and those to become his 
beneficiaries at his death, yet the certainty 
of the complete and gratifying execution of 
the entire plan of the trust is of no less 
importance. 


goes 


Does the proposition promise to result in 
advantage, profit and equity to and between 
all persons or classes of persons included 
within the entire cycle of activity? If there 
is any likelihood of a failure of the plan to 
materialize as outlined, with resulting dis- 
advantage or injury to some trustor or re- 
mote beneficiary, you may be charged with 
responsibility for such consequence or with 


TRUST 


ATTENTION! 
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AMERICAN CLIENTELE 


Prudential Crust Company 


LIMITED 


an independent Canadian Trust Company specially solicits Business originating in 
the United States, and guarantees satisfactory service. 


The PRUDENTIAL is authorized by special Act of the Federal Parliament 


to undertake all Classes of Trust Business. 


Offices in every Province of 


the Dominion, also at 141 Moorgate Street, London, England 
The PRUDENTIAL TRUST is fully equipped to give prompt and efficient attention 


to the interests of those investing in Canadian Securities, either personally or collec- 


tively. 
Transfer Agents, and Registrars, etc. 


Full responsibility is also assumed in the capacity of Corporate Trustees, 
Complete facilities are available. 


AMERICAN TRUST COMPANIES REPRESENTED UPON ATTRACTIVE TERMS 


Correspondence Invited 


HEAD OFFICE: MONTREAL 


incompetency in not having foreseen such a 
possibility. There should be provided every 
insurance against such a contingency—the 
best are careful investigation and analyza- 
tion. 


Profit and Advantage to Trust Company 

The matter of profit and advantage to the 
trust company has been deliberately reserved 
for last consideration, and for obvious rea- 
Primarily my thought is that the hope 
or desire for profit or advantage should in 
no sense influence consideration of the pre- 
ceding and more important ethical questions, 
but the desirability of the business should 
be first determined without any prejudice of 
selfishness. Then, having passed all pre- 
liminary tests, the proposed employment 
should be examined for profit and as to the 
general satisfaction that should flow there- 
from. Surely as justice should be tempered 
with mercy, so should profit taking be tem- 
pered with a sense of duty and charity and 
full recognition of the demands of public 
policy. However, it is my firm conviction 
that, except in rare instances prompted by 
charity or community cooperation, each bit 
of trust service should not only pay its way, 
but show a profit. 

Too often trusts are accepted at the in- 


Sons. 


sistence of other departments of the affiliated 
institution, or at the demand of friends, or 
to gratify a wish to make desired connec- 
tions, or for fear of losing the business or 
the customer to a competitor, or for no other 
reason than just to get the business. None 
of these is a reason nor demonstrates good 
judgment. The business should be actively 
desirable and not passively acceptable or un- 
objectionable. 


Adequate Compensation 


It is not within the province of this ar- 
ticle to discuss fees but, using whatever fee 
schedule is followed, determine upon an ade- 
quate and fair compensation for the service 
to be rendered, and take the business upon 
that basis only, and without quibble. If a 
competitor is willing to take trusts at fees 
that are not profitable, while he is doing 
each of us an injustice, he is doing himself, 
his company, his associates and trust service 
generally a much greater injustice and in- 
jury. His readiness to operate upon a los- 
ing, unbusinesslike or unprofessional 
should not influence another. The ultimate 
loss is his. 

The proposed trust should most certainly 
answer all these general requirements and 
the many incidents thereof. 


basis 
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GROWTH 
through Service 


The men of history grow great according to 
the measure of their service. This is also true 
of institutions. 


The Fifth-Third-Union Trust Banks com- 
prise an institution whose growth is an evi- 
dence of the results of greater service. 


From the day of its organization its founders 
started in on a simple ideal—to serve with a 
spirit of helpfulness. 


In its relations with its customers the ideals 
today are the same as those which have guided 
this institution for sixty-three years—to grow 
greater by serving more. 


the FIFTH-[HIRD-[JNION [RUST BANKS 


Tie FIFTH-[HIRD te |JNION TRUST co. 


NATIONAL BANKor CINCINNATI CINCINNATI 
CHARLES A. HINSCH 


PRESIDENT 


The Fifth-Third National Bank and The Union Trust Company 
are under the same ownership 
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TOO Ty. 


PLANNING A MODEL WILL FROM THE STANDPOINT OF 
THE TESTATOR, EXECUTOR AND TRUSTEE 


ESSENTIAL CLAUSES AND CONTINGENCIES TO BE GUARDED AGAINST 


A. L. GRUTZE 
Secretary and Trust Officer of Title and Trust Company, Portland, Oregon 








(Eprror’s Note: A wholesome development in the relations between trust companies 
and lawyers is the willingness to cooperate and combine professional as well as adminis 
trative experience in the drafting of wills. In his excellent paper presented at the recent 
Fourth Regional Pacific Coast Trust Conference in Los Angeles, Mr. Grutze sets forth 
that the planning of a modet will must, from the standpoint of the testator, provide first 
for the safety and protection of the estate and, from the standpoint of the executor and 
trustee, elasticity as well as power and authority to act. Mr. Grutze has made an exten- 
sive study of the literature of wills and has also been foremost in his community in cul 
tivating cooperative relationships with members of the Bar.) 


HE planning of a model will is a sub- grandchildren, father and mother, brothers 
ject that leads one almost into the and sisters, and nephews and nieces. 
infinite and is also a subject on which t-—Particulars of former wills. 
trust officers and lawyers will probably al- 5.—Nature of investments, classified as to 
ways differ as the former have before them stocks, bonds and real estate with special 


the administration of an estate from the note of real estate in other states than that 
practical side as well as from a legal stand- of domicile and also if the home of the tes- 
point and are guided by past experience.  tator is in his name. 

while the lawyers view the drafting of wills 

from the legal technical side. The problem 

is to bring both viewpoints together and 

translate the intent of the testator into a 

document of simple, clear and concise lan- 

guage that the directions therein given can 

be followed with the greatest protection to 

the heirs or beneficiaries and complicated 

legal phraseology should be avoided. The 

language of a will should be such that it 

can be interpreted by the average person 

without undue explanation. 


First Step in Planning Will 

The first step in the planning of a model 
will is to have the testator complete a sched- 
ule of information for the preparation of a 
will, which schedules some of the trust com- 
panies have used in circular and counter 
advertising, it being assumed that the pros- 
pective testator will provide for the appoint- 
ment of a trust company as executor and 
trustee. Such a schedule generally provides 
for the following information: 

1.—Full name of testator, place and date 
of birth, legal domicile, and citizenship. 

2.—Marital status, wife’s full name, date 
and place of marriage; if divorced, particu- 
lars of the decree. Aubert L. GRUTZE 


° , : : : Secretary and Trust Officer Title & Trust Company 
‘ » etaey « ‘ LgcAadg 2 > J y; 
5.—Names, ages and addresses of children, Portland, Ore. 














482 TRUST COMPANIES 






6.—If the testator is in business, details as 
to whether as an individual, in partnership, 
or through a corporation and whether or 
not it is desired for the business to be con- 
tinued. 

7.—Payment of debts—out of personality, 
real estate or both? 

8.—Specific bequests with alternative bene- 
ficiaries and if any bequest fail on account 
of marriage? 

9.—Shall legacies be paid free from in- 
heritance, estate and transfer taxes? 

10.—Shall provision be made for payment 
of specific amount to widow or any benefi- 
ciaries during period of administration and 
amount? 

11. 
tests? 

12.—Have any gifts or loans been made to 
legatees that shall be considered as advance- 
ments or which shall be canceled? 

13.—Shall executor have full power of sale 
of any or all of assets with authority to con- 
tinue investments, invest and reinvest pro- 
ceeds from sales, and invest in securities 
other than those authorized by statute? 

14.—If trusts provided, state purposes, 
duration and alternative beneficiaries? 

15.—Shall trustee have full power of sale, 
continuation of investments, investing, rein- 
vesting and are investments restricted to 
statutory securities? 

16.—Is executor or trustee empowered to 
settle legacies or trusts in kind instead of 
reducing to cash? 

17.—Disposition of residuary estate. 

18.—Does any property stand in the name 
of the testator as trustee? And if so the 
particulars thereof. 

19.—Is provision desired for maintenance 
of a cemetery lot or mausoleum vault? 

20.—Name of testator’s attorney. 





Shall provision be made against con- 





Complete Picture of Testator’s Estate 

The filling out of such a schedule will 
bring to the mind of the testator many par- 
ticulars relative to his estate and his wishes 
for its distribution that otherwise would not 
be developed. It is preferable that the trust 
officer or an assistant assist in completing 
the schedule or the testator’s attorney may 
do so. Such a schedule will supply the at- 
torney with a complete picture of the tes- 
tator’s estate and his wishes as to its dis- 
tribution. The will should then be drafted 
and gone over thoroughly by the testator 
with his attorney and the trust officer, and 
if no changes are to be made, it should be 
executed under the supervision of the at- 
torney and filed with the trust company. 





The introductory clauses of a will declar- 
ing it to be the last will and testament of 
the testator and providing for the revocation 
of any former wills are quite familiar. It 
is noticeable of late, however, that there are 
fewer wills opening with a reference to Deity 
but instead open with a direct declaration 
that the document is the last will and testa- 
ment of the testator and published as such. 


Some Important Clauses 

A clause providing for the payment of the 
debts, funeral expenses and expenses of ad- 
ministrations then follows. Some lawyers 
recommend that this clause be eliminated 
on the theory that the laws provide that the 
debts, funeral and administration expenses 
are a first charge against the estate but for 
the better understanding of the beneficiaries 
under a will this clause should be retained. 
Some wills provide that debts and expenses 
shall be paid from the sale of certain specific 
property or assets—such provisions should 
be strenuously avoided. It must be remem- 
bered that what might appear to be the 
most liquid assets when the will is executed 
may be the most difficult to realize on with 
the death of the testator. 

If the testator is a married man or has a 
family, provision should next be made for 
payment of a specific amount for mainte- 
nance and support during the period of ad- 
ministration. This might also apply to other 
beneficiaries as well. Such a provision elim- 
inates the necessity of having the amount 
of the allowance fixed by the court, which 
would only be for the widow and minor 
children. It is frequently quite embarrass- 
ing for the widow to have application made 
for a support and maintenance allowance, 
and she can very easily be spared any 
humiliation on this account. 

Clauses providing direct bequests to col- 
lateral relatives, friends and business asso- 
ciates are well known to the lawyer and 
trust officer. The testator in providing for 
such legacies invariably intends that the 
legatees shall receive such legacies in full 
without deduction for inheritance, estate or 
transfer taxes and therefore provision should 
be made that all such taxes be paid from 
the residuary estate. Rather than require 
a legatee to pay such taxes, the legacy should 
be reduced. 

One of the greatest causes of family dis- 
sensions in estates, is the division of per- 
sonal belongings such as jewelry, books, etc. 
If there is a widow surviving, all of the per- 
sonal belongings, including jewelry, furni- 
ture and books, should be devised to her to 
retain or make such division thereof as she 
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deems fit—otherwise the testator should do 
his best towards distribution under the will 
and leave the balance to the executor to 
sell as best it can. 

Charitable, educational and bequests to 
religious and fraternal organizations were 
formerly direct to such beneficiaries but to 
insure the future safety of such bequests 
provision is now generally made for placing 
such funds in trust. This is more true in 
such cities where community foundations 
have been formed. 


Providing for Certain Contingencies 

In planning a will, it is to be borne in 
mind the amount of the estate under con- 
sideration and as the testator’s first wish is 
to protect the family, bequests of such a na- 
ture as heretofore mentioned should be of 
such amounts that the residuary estate shall 
be sufficient for the maintenance, support 
and education of the family or another 
method is to provide for the family first, col- 
lateral relation and friends secondly and 
then the residuary estate for the benefit of 
the family. Under the latter plan such an 
instance as occurred in Portland a number 
of years ago would be avoided where the 
will of a very wealthy resident provided for 
substantial specific bequests to each child of 
the deceased and the residuary estate to a 
relative. The will had been drawn 
some twenty years before the death of the 
testator, and at his death the residuary es- 
tate amounted to considerably more than the 
total bequests to the children. 


close 


In order to avoid such a contingency it is 
suggested that provision be made that if the 
net estate shall exceed a certain named 
amount the specific bequests or certain enu- 
merated bequests be increased proportion- 
ately and provide for the reverse situation 
by providing that if the net estate shall 
amount to less than a named amount certain 
enumerated bequests shall either lapse or be 
decreased proportionately. 

It is good practice to avoid numerous re- 
versionary clauses by providing that if the 
beneficiaries shall die and there are undis- 
tributed assets remaining in an estate or 
trust, the remaining assets be paid over to 
a named charitable, educational, religious or 
fraternal organization, or the trust continued 
for the benefit of such an organization. 


Essential Trust Provisions 
This brings us down to the trust provi- 
sions. Where minors, incompetents, aged or 


infirm people are beneficiaries the bequests 


should be placed in trust. The duration and 


COMPANIES 483 


purposes of all trusts should be fully set 
out but numerous contingencies should be 
avoided. The trustee should be empowered 
to use discretion in carrying out the trust 
wherever there is any doubt as to future 
contingencies. In all testamentary trusts for 
the benefit of individuals the trustee should 
be empowered to expend not only income but 
also principal if in its discretion it considers 
it necessary for the well being of the bene- 
ficiary, especially in the event of sickness or 
any other unexpected cause. It should also 
be provided that in the event of the death 
of a beneficiary the trustee is authorized or 
directed to pay the funeral expenses and 
expenses incurred during the illness of the 
beneficiary and also debts incurred for ordi- 
nary living expenses. 

In the case of minors, the trustee should 
be allowed considerable latitude as to the 
payment of funds for educational purposes 
so that if necessary such payments may be 
made directly to educational institutions and 
also for board, room and other necessary 
expenses. In other words every power should 
be given the trustee to carry out the wishes 
of the testator without hindrance. 


The executor during administration and 
the trustee after the creation of the trusts 
should be given complete and absolute power 
and authority for the sale, hypothecation, 
mortgaging and management of all of the 
estate assets with the possible exception of 
the home of the testator and complete power 
and authority should also be given for the 
investment and reinvestment of all funds 
coming into its hands the same as could be 
done by the testator. After marshalling all 
of the assets of an estate the executor is 
best qualified to analyze the assets and use 
its discretion in their management or sale 
to carry out the wishes of the testator. The 
trustee should also be empowered to set up 
sinking funds to cover repairs and deprecia- 
tion of buildings and also to determine as to 
what shall constitute income and what shall 
constitute principal of all funds coming into 
its hands during the life of the trust. 


Liability of Investing Funds 

The question has arisen in some trust com- 
panies as to accepting the liability of invest- 
ing funds without being exonerated against 
losses. It is quite proper that the executor 
and trustee be exonerated on any loss suf- 
fered from the carrying of any investments 
coming into its hands at the death of the 
testator, but as the trust companies hold 
themselves out as protecting estates they 
should be responsible for their own invest- 
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A Complete Banking Service 


The Midland Bank offers exceptional facilities for the transaction 
of banking business of every description. Together with its 
affiliations it operates 2,250 branches in Great Britain and 
Northern Ireland, and has agents and correspondents in all parts 
of the world. The Bank has offices in the Atlantic Liners 
Aquitania, Berengaria and Mauretania, and a foreign branch office 
at 196 Piccadilly, London, specially equipped for the use and 
convenience of visitors in London. 


MIDLAND BANK 


LIMITED 


HEAD OFFICE: 5 THREADNEEDLE STREET, LONDON, E.C.2 


Affiliated Banks: Belfast Banking Co. Ltd., Northern Ireland; The 
Clydesdale Bank Ltd., and North of Scotland Bank Ltd., Scotland 









ments. One trust company has gone so far RAPID GROWTH OF SCHOOL SAVINGS 
as to provide a special guaranty fund of BANKING 

$2,000,000, to protect trust investments where 
it has sole discretionary power in making 
such investments. 











According to Deputy Manager W. Espey 
Albig of the Savings Bank Division, A. B. A.. 
bs The executor and trustee should also be 7 sain: ag tedgantolageeng st -sicaney egy Monon 
7 a tc gate t: 2 . iy time mark the report as of June 30, 1926, 
% empowered in its discretion to settle in cash covering continental United States. The 
i ot ee. Dee ae oayuagee occasions number of systems reporting school savings 

where an executor can settle in kind to bet- has increased during the year from 760, em 
ter advantage to the estate and also to a bracing 1,557 districts, to 872, which em- 


beneficiary. braces 1,818 districts. The number of schools 
The planning of a model will must from has increased from 10,163 to 11,871: the 
the standpoint of the testator provide first number of pupils enrolled in schools having 
for the safety and protection of the estate systems from 3,848,632 to 4,319,741; the par- 
and from the standpoint of the executor and ticipants in school savings from 2,869,497 to 
trustee elasticity as well as power and au- 3 403,746: the deposits from $16,961,560.72 
thority to act. It is impossible to go into to $20,469,960.88: net savings from $7,779. 
the many details of the varied family situa- 922.55 to $8,770,731.05; and bank balosicee 
tions which are encountered in planning a from $25,913.531.15 to $31.984,052.63. 
will, but if the foregoing suggestions are 
borne in mind a practical and workable will 
should be produced that will provide for the The Second National Bank of Hoboken, 
fulfillment of the wishes of the testator, N. J., has been converted into a state insti- 
which is all that any will is intended to tution under the title of the Second Bank 
cover. Trust Company. 
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THE MINNESOTA 
LOAN & TRUST COMPANY 


MINNEAPOLIS 


Statement of Condition June 30, 1926 


Officers 


WILLIAM A. DURST 
President 
HENRY D. THRALL 
Vice-President and 
Treasurer 

Davip R. WEsT 
Vice-President 
Ivor W. CHAMBERS 
Secretary 
CLARENCE E. DRAKE 
Assistant Trust Officer 
JaMEs W. GROVES 
Assistant Cashier 
CHARLES V. SMITH 
Vice-President and 
Trust Officer 
JAMES M. MARTIN 
General Counsel 
FRANK J. MULCAHY 
Assistant Secretary and 
Assistant Treasurer 
Joe R. BYERS 
Cashier 
MAuRICE K. MARK 
Assistant Trust Officer 


Directors 


EpwarRpD W. DECKER 
Chairman of the Board 
SewaLL D. ANDREWS 
CHARLES C. BOVEY 
WILLIAM F. BROOKS 
JosEPH CHAPMAN 
FREDERIC W. CLIFFORD 
ALBERT C. COBB 
WILLARD R. CRAY 
GEORGE D. DAYTON 
EDWARD W. DECKER 
HENRY DOERR 
WILLIAM A. Durst 
FRANK T. HEFFEL- 
FINGER 
HUBERT KELLY 
FREDERICK E. KENAS- 
TON 
HoRACE LOWRY 
JAMES M. MARTIN 
HENRY L. MOORE 
GEORGE H. PARTRIDGE 
Joun S. PILLSBURY 
ARTHUR R. ROGERS 
CHARLES V. SMITH 
HENRY D. THRALL 
FRED C. VAN DUSEN 
JAMES A. VAUGHAN 
HARRY B. WAITE 
THEODORE WOLD 


ESTABLISHED 1883 


RESOURCES 


Mortgages on Real Estate 

Mortgages on Real Estate Guar- 
anty Fund.. 

Loans and Discounts. . ee 

Municipal and Other Bonds....... 

United States Government Secu- 
rities 

Real Estate, 311- 313 Nicollet Ave. 

Advances Secured by Trust Estates 

Accounts Recetvable............. 

Overdrafts.... 

Cash and Due from Banks........ 


$2,052,534.63 


146,300.00 
7,094,934,85 
5,215,296.14 


2,278,755.29 
150,000.00 
234,294.24 
224,434.08 
373.93 
2,914,897.89 


$20, 311, 821. 05 


LIABILITIES 
Capital 


Surplus.... oor 
Undivided Profits. ..... 
Dividends Payable July 1, 
Special Deposits. . 

De ‘posits ee 


$1,000,000.00 
1,000,000.00 
722,287.44 
24,000.00 
1,000,000.00 
16,565,533.61 


1926... 


$20,311,821.05 


All Trust Investments Are Kept Separate and Apart 
from the Assets of the Company 


Affiliated with 
NORTHWESTERN NATIONAL BANK 


Combined Resources, $101,675,938.96 


Combined Deposits, 90,813,302.27 
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Guard Her against these Dangerous Steps/ 


“Nine out of ten Estates over $5000 are dissipated in SEVEN YEARS.” 
Read that again! 


Tragic—almost unbelievable —yet appallingly true. 
But, in your case, IT CAN BE AVERTED. 


It is neither fair nor just to your dependents to neglect this important 
duty of making a will and appointing a Trust Company to administer 
your ESTATE. 


You can arrange—very easily and simply for the administration of 
your estate—as you want it admistered. 


Your Estate represents a lifetime of application and industry. Small Estates require 
most careful ing in order that your dependents receive the fullest benefit. 
In the matter of larger Estates, knowledge, experience and absolute responsibility 
are required to work out the many intricate details of a proper administration. 


These are the requisites that particularly char- 
acterize the FIDELITY TRUST COMPANY 


Your Life Insurance 
Policy Constitutes an - P gladly explain the necessity and impor- 


tance of this matter, at the same time 

. the simplicity and ease by which i can 

! vocvipn of cash. be accomplished —and the benefits that 
° will accrue 


“TRUST SERVICE” 
Forty rr peuple im thes country carry msurance for the wie how ld 


others — Forty Mullion Estates—menery percent of - heve—A capy will be 
whech indiputable records show will be agent or dempated ‘i o morled on request 
© even shor! wears 


Vou can avert thes by 2 Life Insurance Tras 


We will gladly explain at our office oF yours or ash us bow 
tet Net which vow can read at vour lenure \ ag 


FIDELITY 
TRUST COMPANY 


147 W - CONGRESS ST - 


No word picture could possibly depict the story so forcibly told in the above reproduction. 


It is a newspaper display ad from the Publicity Department of the Fidelity Trust Company 
of Detroit and—it brought results! 


Believing that every new trust relation established with a financial institution anywhere helps 
financial institutions everywhere, we are always glad to co-operate with other banks and trust 
companies by extending to them the use of our advertisements. 


Your request on bank or trust company stationery 
will bring a complete set of proofs of our recent 
advertisements without charge or obligation. 


Address Publicity Director 


FIDELITY 


TRUST COMPANY 


147 W:+ CONGRESS ST: 
DETROIT, MICH. 














SOUND PRACTICE AND SAFEGUARDS IN 


THE 


PERFORMANCE OF ESCROW DUTIES 


CREATING A BINDING AND ENFORCEABLE CONTRACT 


E. L. FARMER 
Vice-President, Title Insurance & Trust Company, Los Angeles, Cal. 


(Eprror’s NOTE: 


The performance of escrow duties by trust companies, especially in 


connection with subdivision trusts, has assumed such varied and important aspects that 


the responsibilities and risks involved cannot be too strongly emphasized. 
called forth considerable discussion at the recent Fourth 


Conference, which was led by Mr. Farmer.) 


HERE are 
general 


say is 


escrows in 
might 
alone, 


kinds of 
use, the that we 
based upon faith 
and the other forming what we 
call a perfect or binding You of 
the trust departments have perhaps more 
to do with the good faith escrows than those 
who are engaged in the escrow business as a 
profession, frequently when your 
customers come into your office, especially 
with a subdivision trust, it is necessary that 
some sort of instructions be reduced to writ- 
ing and signed, pending the time when they 
ean come to a full meeting of the minds on 
their transaction and the 
trust. 


two 
one 
good 
choose to 


escrow. 


because 


corpus of your 

Nearly always your trust escrows of that 
nature are dependent upon the final execu- 
tion of the declaration of trust or upou the 
drafting of that instrument, and until that 
is drafted and submitted to them. you have 
not all of the points necessary to form a 
perfect or binding escrow. 


Escrow Based Upon Good Faith 


An escrow based upon good faith is not 
an enforceable escrow. It does not form a 
contract. There has been no complete meet- 
ing of the minds. Such an escrow is where 
one man places his money in escrow for the 
purchase of a piece of property, or a _ por- 
tion of the purchase price is placed in es- 
crow, and he says, “I will accept the title to 
that property subject to a mortgage of 
$1500,” we will say, “and subject to certain 
restrictions, which I am later to approve if 
satisfactory to me.” That is an escrow 
based entirely upon good faith. All the man 
has to do to defeat the terms and conditions 
of that escrow is to say, after the restric- 
tions are submitted to him, “they are not 
satisfactory.” 


This subject 
Regional Pacific Coast Trust 


The Perfect Escrow 


On the other hand, a 
all of the essential 
tract. It is in writing; 
of the parties whose 
necessary to convey or mortgage the prop- 
erty. It contains a true statement of the 
subject matter as to the description of the 
property, on the one hand, and the considera- 
tion and terms of payment on the other. It 
contains a full reference that shows that 
they have reached an agreement of the minds 
on the building restrictions, the terms of 
mortgages, adjustment of taxes and all other 
matters of that nature. 

If a good faith escrow alone is in 
hands, it is subject to cancellation by the 
parties at any time before the conditions 
have been met, although after the conditions 
have been met it becomes binding. As 4 
matter of fact, under the laws of California 
and I presume they are the same in vicher 
states, when the conditions of an escrow 
have been met as to the minds of the parties 
to the transaction, the actual ownership of 
the property passes at that instant, even 
though the escrow holder has not delivered 
the papers for record in the office of your 
county recorder. In other words, nothing 
but clerical work remains to be done, but 
it is between the parties themselves, that 
the title of the property has passed, and the 
transaction is closed. 


perfect escrow has 
requirements of a econ- 
it is signed by all 


signature would be 


your 


Of course you are confronted with the 
condition that until the instruments are 
actually placed on record they are not notice 
to the world and might not be effective as 
to other parties who would innocently and 
in good faith deal in the property, but as 
between those parties themselves, the trans- 
action is closed. 
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An escrow that we term a perfect or 
binding escrow, as I said, has all of the 
requisites of a contract, and when that es- 
crow is signed by all of those parties and 
placed into the hands of an escrow holder, 
it is irrevocable, and it cannot even be al- 
tered, changed or amended to the detriment 
of one of the parties in the escrow, without 
the consent of such parties. 


Guarding Against Risks 


I am well aware of the fact that it is 
quite customary in some sections of this 
state to handle escrows in a far different 
way than they are handled in the south- 
land. I am well aware of the fact that it 
is the custom in some of those places to 
hand a deed to a man behind a counter and 
say to him, “Hold that against $800.” He 
takes a lead pencil and writes on the back, 
“Hold against $800,” and puts it in his desk. 
If someone hands him the $800 for the deed, 
he delivers it to him, and the only protec- 
tion the escrow holder has, and it is an ade- 
quate one, is that he has given a receipt for 
the deed in which he states he has received 
the deed from the grantor and is holding it 
against the collection of $800. If he collects 
the $800, his responsibility ceases. 


That does not, in my understanding of the 
present rule adopted through custom, con- 
stitute an escrow. In handling escrows in 
your bank or trust company, you are con- 
fronted with the same condition that you 
have not in your banking institution a sin- 
gle high official who has ever served as an 
escrow man. I understand also that none 
of the executives of the Los Angeles banks 
have graduated through the trust depart- 
ments, so none of these high officials under- 
stand the risks and liabilities that are run 
and incurred by an escrow department. I 
can assure you they are many. 

How to safeguard against those risks: In 
acting as an escrow holder, your bank or 
your trust department assumes toward the 
customer the position of an agent or a trus- 
tee. You are liable to him for the faithful 
performance of the duties you have under- 
taken to perform. You must act in an im- 
partial manner toward all parties. You must 
see that each party to the transaction un- 
derstands thoroughly the instructions he is 
giving and signing. It is not incumbent on 
you to make the terms of their deal; whether 
they are paying too much or too little for 
the property is not material; but it is in- 
cumbent upon you to know that each and 
every one in that escrow understands thor- 
oughly the force and effect of every instruc- 


tion that he or she is signing. To do that, 
it is necessary that your escrow clerks be 
well founded in the laws of real property 
that have to do with that business. They 
must know all of the different instruments 
commonly met with in the business and the 
effects thereof. They must be well grounded 
in the laws of community property; must 
understand homesteads, mechanics’ liens 
particularly, building restrictions, and the 
difference between mortgages and deeds of 
trust; must be able to explain when the 
one is advisable and when the other should 
be taken, the manner of foreclosing under 
the one, and selling under the other, and all 
such things. To do that, requires that they 
be schooled in the laws governing real prop- 
erty. 

There were very few of the banks up to 
a comparatively recent time that paid any 
particular attention to this. They contented 
themselves with securing the services of one 
man who had been trained in some larger 
escrow department, and depended on him 
to guide the other clerks and keep them safe; 
but one man cannot do that in a department 
of any size. Each man should know for him- 
self to be able to satisfy the customer and 
convey to that customer an idea of the 
knowledge that he possesses. The clerks’ 
knowledge or lack of knowledge gives to 
the customer his impression of the bank. 


The Element of Quality in Service 

The escrow business is a service. If you 
are to render a service it should be a good 
service. Sometimes you are better off with- 
out the employment, if you are not able to 
render a service you can be proud of. 

You can place into your instructions, as 
some of the escrow holders do, a_ printed 
agreement that the escrow holder shall not 
be held responsible for any error of com- 
mission or omission, except it be through 
gross carelessness on the part of the escrow 
holder himself. You can write that into 
your trust agreements. Still every one of 
you who is a trust officer in any institution 
knows that you could not afford to stand on 
that written agreement in the instructions 
if you had gone wrong. You must make 
good, or you cannot remain in business. 

If the escrow clerk does not show at least 
ordinary intelligence in the taking in of the 
instructions, and ordinary ability in the 
earrying out of the terms of those instruc- 
tions, the escrow holder is liable; and you 
will find there are many, many instances 
where you are called on to make decisions, 
and to make them promptly, where you are 
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running an enormous risk. I will give you 
just one illustration; it doesn’t come under 
the head of enormous, but it will bring to 
your attention what I mean. 


An Illustrative Example 


We had an escrow wherein the attorney 
for the grantor instructed us in writing not 
to make delivery of the deed, and warning 
us that if we did, he would hold us liable in 
damages. We recorded the deed, because the 
instructions had been fully met and the con- 
ditions complied with. We checked to him 
the $30,000 balance due on the purchase of 
the property. He promptly returned the 
money to us refusing to accept it, and 
brought suit against both the purchaser and 
ourselves. 

The decision of the court was that the 
escrow holder had absolutely no option; the 
terms and conditions of the escrow had been 
met, and the holder was obligated 
to deliver the deed to the purchaser. 

I have seen many instructions by 
side escrow holders that contain the 
ment, “These instructions are 
any time upon written 
the parties to the escrow.” 
ing service. 


escrow 


out- 
state- 
revocable at 
demand by any of 
That isn’t giv- 
When people come to you they 
come believing that you will render them a 
service, that you are to furnish them some 
protection. You are not giving them protec- 
tion unless you bind the other party, unless 
you can give them something in a form that 
when they have signed they know that the 
property is sold, or the purchaser. knows that 
the property is bought. 


A Frequent Experience 


Experience teaches us that it is very sel- 
dom where a sale of property is made that 


drags over a considerable period of 
that one person or the other to that 
action would not like to withdraw. 

Giving you a homely example or illustra 
tion: your next door neighbor comes home 
and says, “Well, John, I have sold my place 
and have a deposit of $1,000 on it.” 

“What did you sell it for?” 

“IT sold it for $16,000.” 

“You blamed fool, my cousin would have 
given you $20,000 for it.” 

You know about how that man feels 
$4,000. They have signed 
of these so-called “good faith’ escrows. The 
man signed the instructions. The 
property is community property. A deed is 
sent to him later to be signed by the man 
and his wife—his wife not having signed the 
escrow instructions, mind you. 
has told him in the meantime 


time, 
trans- 


that 


he has lost one 


alone 


Somebody 
that if his 


COMPANIES 489 


wife doesn’t sign the deed, the deal can’t be 
consummated; that he has no power to agree 
to convey community real property without 
the signature of both the husband and the 
wife to the same instrument. The result is, 
the wife doesn’t sign the deed and the trans- 
action doesn’t go through. The purchaser 
of the property, on the other hand, had 
placed $1,000 in escrow, and thought that in 
dealing with you he was getting some protec- 
tion; at least you will find when the trans- 
action has fallen down that he gives you 
clearly to understand that he thought you 
were protecting him. He has sent East, 
perhaps, and sold some stocks, bonds or 
other matter to raise the balance of the 
money. By the time it gets here he finds 
that the deal has fallen down because you 
failed to acquaint him with the fact you had 
not drawn a perfect or a binding escrow. 


Clarity as to Protection 

I believe you should make every customer 
who comes into your office for the purpose 
of leaving an escrow, understand fully and 
completely just the protection that you can 
give to him. If the instrument of instruc- 
tions is to be signed by the husband alone, 
and the wife’s signature is necessary, you 
should call his attention to that fact and, for 
your protection, write into the instructions 
that his attention had been called to it, be 
cause if you don’t, there will be an after- 
clap. You have lost the faith and good will 
of the person who was buying that property. 
The same result would arise on the other 
side if the purchaser went home and had a 
kind friend show him where he could have 
bought a house that would be more suited to 
his purposes for a lesser price, and then the 
title company should notify the bank as es- 
crow holder, that there was a building re- 
striction against the property that had not 
been waived or that it was not agreed title 
should be taken subject to. Immediately the 
man something else for 
him to do before they can make him take 
the property. Your deal has fallen down. 
In that case you have the grantor blaming 
you. 


discovers there is 


Have your escrow men know enough about 
the business, know how to get the necessary 
information to make good and binding es- 
crows. Have them reduce that to writing 
and have signed by all of the parties whose 
signatures are necessary, and you have per- 
formed a service. 

I said it isn’t up to the escrow man to 
make a deal, that is, as to the amount of 


consideration; that it is up to the escrow 
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DETROIT 


Dependable 
—in Ancillary proceedings; 


—as Registrar and Transfer Agent 


man to make each party understand what 
he or she is signing; that in order to do that, 
it is necessary for him to be acquainted with 
the laws that govern that particular end of 
the business; that if you have all of the 
essentials of a contract, a meeting of the 
minds reduced to writing, signed by the 
proper parties and all that, you have a 
binding and enforceable contract, one that you 
can take into court and sue on for specific 
performance and win your case. That was 
clearly established in the latest case we have 
here of Pozzo vs. Green case, resulting from 
an escrow handled by the First National 
Bank out here at Burbank. The court went 
so far as to hold that the $1,000 paid into 
escrow as part of the purchase price was 
forfeited upon failure of the party to make 
the balance of the payments as called for in 
the escrow instructions. 

Remember also that when you are dealing 
with people they are trusting you. You 
should make it clear to them that no deal 
that will not bear an honest explanation is 
safe to handle. In other words, make them 
lay the cards on the table, or keep the deal 
out of your escrow department. 


COOPERATION AMONG CANADIAN 
LOAN AND TRUST COMPANIES 

There exists in Canada an association, the 
membership of which is composed of leading 
trust companies, loan and insur- 
ance companies, which is accomplishing ex- 
cellent results lines of mutual inter- 
est. The membership embraces eleven trust 
companies, twenty-five 
eighteen 


mortgage 
along 


loan companies and 
companies, having com- 
bined assets under administration of $1,859,- 
965,039. 
bers the 


insurance 


Of the leading trust company mem- 
Royal Trust 
$374.043,566 
the Toronto 
$152,791,520, 
pany, Ltd., 
At the recent tenth annual meeting of the 
Dominion Mortgage and Investments 
ciation, held at Edmonton, Alberta, various 
reports were presented by committees. The 
Association is active in the endeavor to ob- 
tain repeal provisions of the Income and 
Special War Revenue Acts creating a lien 
on the assets of the taxpayer and in ob- 
taining relief from duplicate taxation of 
corporate income in the form of dividends. 


Company 
under 


reports as- 
administration ; 

General Trusts Corporation 
and the National Trust Com- 
$142,661,905. 


sets of 


ASSO- 
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MISAPPREHENSION REGARDING TRUST 
COMPANY SERVICE 

The following recently appeared as a dis- 
play advertisement in New York papers, giv- 
ing a facsimile of a letter written by Presi- 
dent James H. Perkins of the Farmers’ Loan 
and Trust Company of New York and ad- 
dressed to the vice-president of the company 
in charge of trusts: 


MEMORANDUM 
From: The President 


To: The Vice-President 
in charge of Trusts. 


Several times recently I have encoun- 
tered the belief that a trust company 
acting as executor is a cold-blooded ma- 
chine. Perhaps some people for this 
reason hesitate to name the company as 
executor of their wills. 


We know, of course, that in addition 
to the equipment that only a _ trust 
company can maintain for performing 
the complicated duties of executor, the 
relationship is just as personal and sym- 
pathetic as could be the case if an in- 
dividual were named. 


One of us—not a corporation—con- 
ducts the affairs of the beneficiaries. The 
company assures responsibility, safety 
and skilled service. Besides we always 
welcome the assistance of personal coun- 
sel familiar with the decedent’s affairs. 


I wish you and your assistants would 
try in every way possible to clear up any 
misapprehension that may exist on this 
point. 


This kind of publicity is a refreshing de- 
parture from the conventional type of trust 
company advertising and cannot fail to 
exert a salutary influence in disabusing the 
public mind as to human qualities that are 
inherent in modern corporate fiduciary serv- 
ice. 

NEW BANK IN BAYONNE, N. J. 

The Mechanics National Bank has com- 
menced business in Bayonne, N. J., with capi- 
tal of $200,000 and surplus of $100,000. It 
has the financial backing of the interests 
that are behind the Mechanics Trust Com- 
pany, the oldest banking institution in 
Bayonne, which has resources of. about 
$12,000,000. De Witt Van Buskirk, president 
of the Mechanics Trust Company is also 
head of the new bank and District Court 
Judge Harry B. Dembe is vice-president. 
Alexander Beckman will be cashier. 


The Schenley Trust Company has been 
incorporated to transact business in Pitts- 
burgh, with a capital stock of $125,000. 


A Specialized 


Service 


for Banks and Bankers 
which is the result of more 
than sixty years of experi- 
ence is offered by 


The First National 
Bank of Chicago 


and the First Trust 
and Savings Bank 


Complete facilities are pro- 
vided for active and inactive 
accounts, collections, bills of 
lading, investments and 
foreign exchange transactions 


FRANK O. WETMORE, 
Chairman 


MELVIN A. TRAYLOR, 
President 


Combined Resources 
Exceed $350,000,000 





EDWARD J. FOX 
President, Easton Trust Company, Easton, Pa., who has been elected president 
of the Trust Company Division of the American Bankers Association. 
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THIRTY-FIRST ANNUAL MEETING 


OF THE 


Crust Company Division 


AMERICAN BANKERS ASSOCIATION 


HELD IN LOS ANGELES, CAL., OCTOBER 5, 1926 


Officers elected for the ensuing year: 
President: Edward J. Fox, 
Easton Trust Company, Easton, Pa. 

Vice-President: W. S. McLucas, Chairman 
of the Board, Commerce Trust Company, 
Kansas City, Mo. 

Chairman Executive Committee: William 
Rhodes Hervey, Vice-President Pacific-South- 
west Trust and Savings Bank, Los Angeles, 
Cal. 

Members of the Executive Committee for 
three-years: 

James H. Perkins, President Farmers Loan 
& Trust Company, New York. 

J. Sheppard Smith, President Mississippi 
Valley Trust Company, St. Louis, Mo. 

W. 5. Stevenson, Vice-President Minneap- 
olis Trust Company, Minneapolis, Minn. 

Gilbert T. Stephenson, Vice-President 
Wachovia Pank and Trust Company, Raleigh, 
mS. 

J. Arthur House, President Guardian Trust 
Company, Cleveland, Ohio. 


President 


HE thirty-first annual meeting of the 
Trust Company Division of the Ameri- 
can Bankers Association, held on Tues- 

day, October 5, at the Hotel Biltmore in Los 
Angeles, California, offered occasion to survey 
the constructive activities and achievements 
of that organization since it was launched at 
St. Louis in 1896. This review was embodied 
in an admirable address by retiring President 
Francis H. Sisson, vice-president of the 
Guaranty Trust Company of New York, who 
has been one of the bright stars in the trust 
company firmament and in the work of the 
Division. Coming closely upon the heels of 
the Fourth Regional Pacific Coast Trust 
Conference, the annual meeting of the Trust 
Company Division was confined to several set 
addresses and official business, without any 
real attempt to carry on discussions. The 
feature was an address by the Honorable 
William Harrison Waste, Chief Justice of the 
Supreme Court of California. Because of the 
importance attaching to the subject of co- 
operation between insurance and trust com- 
panies in developing life insurance trusts, a 


place on the program was reserved for an 
address on that subject by Vice-President 
Danford M. Baker of the Pacific Mutual Life 
Insurance Company of Los Angeles, Cal. 


Opening of the Session 


The annual meeting of the Trust Company 
Division was called to order by President 
Sisson. After a few preliminary remarks he 
presented his annual address, which appears 
on succeeding pages. In the course of the 
presidential review Mr. Sisson read a telegram 
received from Mr. John W. Platten, president 
of the United States Mortgage & Trust Com- 
pany of New York, as follows: 


Trust Company Resources 


“Our company has just completed the 
compilation of figures for the twenty-fourth 
annual edition of ‘Trust Companies of the 
United States,’ and it is gratifying to tell you 


W. 8S.: McLucas 
President, Commerce Trust Co., Kansas City, who has 
been elected Vice-President of the Trust Company 
Division, A. B. A, 
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that the aggregate resources on June 30th this 
year were over nineteen billion dollars, and 
greater than 1925 by one billion one hundred 
ninety million dollars. Deposits totaled 
nearly sixteen billion dollars, a gain of nine 
hundred millions over last year. 

“Appreciating that it may be embarrassing 
to you as a New Yorker to sound the praises of 
your own state, it is nevertheless true that the 
great empire state reports an increase in re- 
sources of two hundred sixty million dollars 
over 1925, with a total of five billions, which 
is over 25 per cent of the aggregate for the 
entire country. 

“Second only to New York in point of gain 
is the Golden State of California with one 
hundred sixty millions added during the year, 
for a grand total of one billion eight hundred 
million dollars. 

“The well known state of New Jersey, the 
home of one of the old war horses of the Trust 
Company Division, Mr. Uzal H. McCarter, 
added over one hundred millions to her total 
during the year and is now for the first time 
above the billion dollar mark. 

“With a gain of ninety millions, Illinois for 
the first time enters the two billion dollar class. 
Ohio is next with a gain of eighty millions and 
a grand total of one and a half billions, while 
Pennsylvania with a gain of eighteen millions 
maintains second place in total resources of 


J. ARTHUR HOUSE 


President, Guardian Trust. Company of Cleveland, who 
has been re-elected a member of the Executive Committee 
of the Trust Company Division, A. B. A. 
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two billion 
dollars. 


two hundred 


seventy million 

“These figures surely reflect a healthy and 
progressive condition. Viewed in the light of 
the present strong position of trust companies, 
and with the prospect of a greatly enlarged 
field of usefulness as a result of the widespread 
educational effort now being put forth, the 
outlook is distinctly promising. 

“With heartiest congratulations on your 
splendid administration and all good wishes 
for a successful meeting. John W. Platten, 
president, United States Mortgage & Trust 
Company, New York.” 

Resolutions were adopted by the Executive 
Committee rendering tribute to the memory 
and services of members of the trust company 
fraternity who passed away during the past 
year, namely: Frederick Vierling, vice-presi- 
dent of the Mississippi Valley Trust Company 
of St. Louis and a member of the Committee 
on Legislation of the Trust Company Division; 
Frank J. Parsons, vice-president of the United 
States Mortgage & Trust Company of New 
York and chairman of the Committee on 
Community Trusts; Frank P. Kennison, vice- 
president and trust officer of the Ohio Savings 
Bank and Trust Company of Toledo, Ohio, 
and member of the Executive Committee. 


President Sisson’s address was as follows: 


Wma. RuHopEs HERVEY 


Exeeutive Vice-President Pacific Southwest Trust «& 
Savings Bank of Los Angeles, who was appointed chairman 
of Executive Committee, Trust Company Division, A. B. A 





FRANCIS H. SISSON 


Vice-president, Guaranty Trust Company of New York, who presided at the recent 
annual meeting of the Trust Company Division, A. B. A, as retiring president 
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THIRTY YEARS OF PROGRESS IN THE TRUST COMPANY 
FIELD 


THIRTIETH ANNIVERSARY OF TRUST COMPANY DIVISION AFFORDS 
OCCASION FOR REVIEW 


FRANCIS H. SISSON 
President of the Trust Company Division, American Bankers Association; Vice-President 


Guaranty Trust Company of New York 


(Eprror’s Note: Mr. Sisson presented a vivid word picture of major developments 


in the progress of trust companies during the past thirty years in his annual address as 
president of the Trust Company Division of the American Bankers Association, which 
began its constructive work in 1896. The subject offered an opportunity for some remark- 
able contrasts in tracing the growth and aspects of corporate fiduciary service thirty 
years ago and the broad horizon and nation-wide influence of trust company activity 


today.) 


HIS year, the Trust Company Division 
of the American Bankers Association 
celebrates its thirtieth birthday. Or- 
ganized in 1896, with an initial membership 
of 17 companies, the close of the convention 
year of 1926 finds the Division with a total 
membership, active and associate, of 3,141. 
Thirty years ago there were but 242 trust 
companies in the United States, with resources 
of $807,000,000. Today there are 2,701 com- 
panies with resources of $18,000,000,000. 

The development of the trust companies of 
America and the history of the Trust Company 
Division of the American Bankers Association 
are inextricably intertwined. Called into 
being by the needs of the trust companies, 
growing both in membership and in size, the 
Division has applied itself vigorously to the 
task of meeting and anticipating these needs. 
With what measure of success can best be 
determined by a survey of the Division’s 
activities, past and present. 


What the Division Has Accomplished 


It has been stated that ‘‘five years prior to 
the organization of the Division there were 
not fifty pages of printed matter on the subject 
of the corporate fiduciary.”’” Trust companies 
were, in the minds of many persons, con- 
founded with the business trust, such as the 
Standard Oil, United States Steel, etc., and 
were often looked upon with hostility and 
suspicion. As stated in 1896, in the first call 
for an organization meeting, there had been 
“but little published as to trust company prac- 
tices and no general meeting for an interchange 
of ideas, experience and method, no general 
move to secure uniformity of action, similarity 








of laws or practical benefits to be derived 
from personal acquaintance.” 
Today, thirty years later, it may safely 
be said that the Trust Company Division has 
successfully bridged this gap and adequately 
served as the medium through which the de- 
sired benefits have been attained. The 
Division’s aims are so wide in scope and long 
in range, requiring so many continuous years 
of effort for achievement, that the report of 
any one year may seem but a repetition of 
that of the previous year’s activities. How- 
ever, its work must, because of its nature, 
necessarily each year follow the same general 
lines, though varying considerably as to 
details. With all lines of activity centering 
in the Division office, the Division functions, 
first, through its Annual Convention; second 
its Executive Committee; third, its sub-com- 
mittees; fourth its midwinter and regional 
conferences; and fifth, its publications. 


Annual Convention and Executive Committee 


A list of the subjects and questions pre- 
sented at the Annual Convention would re- 
veal the fact that they have covered the entire 
range of trust company operation and practice. 
Many of the papers and discussions have been 
instrumental in solving problems confronting 
trust executives and, through the wider dis- 
semination of knowledge and the consequent 
clarification of vision in respect to trust law 
and practice, have contributed largely to the 
development of trust business. 

Many serious situations have arisen in the 
annual meetings, but the prevailing unity of 
thought has resulted in harmonious decision 
and action. To this unity of thought and 
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purpose in the Trust Company Division may 
be attributed the Division’s influence in its 
national and local work upon behalf of cor- 
porate fiduciaries. Attendance at the meet- 
ings of the Executive Committee, as well as 
membership therein, has always been looked 
upon as an opportunity for service along 
broad and far-reaching lines. The solution 
by this body, in executive session, of in- 
numerable questions and problems, as well 
as the determination of enterprises to be 
undertaken, constitute only a small part of 
the Committee’s work. 


Conferences 


Six years ago the Trust Company Division 
launched the first Association Conference— 
called the Midwinter Conference, and held 
in New York City on February 20, 1920. 
The experiment was approached with some 
trepidation but at the opening hour it was 
apparent to the officers in charge that it was 
to fill a genuine need. These Midwinter 
Conferences have become a fixed part of the 
life of the Association, and have attained an 
importance not to be underestimated. 

Four years ago it became apparent that 
most of the central and far western parts of 
the country likewise needed in their own 
sections the benefits of such meetings. Ac- 
cordingly the first Regional Conference repre- 
senting the eleven Pacific Coast and Rocky 
Mountain states was held in San Francisco 
on November 22-23, 1923. Other divisions 
of the Association have since instituted similar 
conferences in different parts of the country. 
The first Mid-continent Fiduciary Conference, 
comprising nineteen states, was held in St. 
Louis, December 11-12, 1925. Group meet- 
ings, less formal than conferences and aiming 
to encourage free interchange of thought, 
knowledge and experience, on subjects of 
interest to the corporate fiduciary, are held 
from time to time in different cities. A wide 
range of subjects is covered at these con- 
ferences and meetings, fundamental principles 
being discussed as well as their practical 
application. 

The annual banquet dates from the year 
1912 and has become the outstanding social 
function of the financial world. Starting 
with a small attendance, it has grown to one 
of more than eleven hundred bank and trust 
company officials. The banquets have be- 
come a permanent part of the life of the Trust 
Company Division, as well as of the Asso- 
ciation as a whole, and are looked upon by 
our members in all parts of the country as 
affording an opportunity to renew and 
crystallize friendships and business acquaint- 
anceships. 
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Sub-Committee Activities 


The work of the sub-committees of the 
Division during the past three decades have 
been of incalulable value in the development 
of the corporate fiduciary. Passing mention 
might be made of early committees that 
served well and performed their work in an 
admirable manner. There was the Committee 
on Trust Forms which in 1910 published a 
book of forms that has been useful to cor- 
porate fiduciaries all over the country, and 
which is even now in demand. 

There was the special Committee on Legis- 
lation that came into being after the enact- 
ment of the Federal Revenue law in order to 
ascertain the constitutionality of Section 11 
(k) granting trust powers to national banks. 
The arguments urged by that committee, 
though not approved or adopted by the ruling 
authorities at that time, are today being 
recognized and acknowledged as sound prin- 
ciples. 

In more recent years the committees which 
have been most active have been those 
handling matters of legislation and work of 
an educational and constructive nature. 
Hardly a year passes but some proposed 
legislation vitally affecting the well-being of 
the corporate fiduciary directs our attention 
to activities at Washington. A great deal of 
such legislation is beneficial. Many times, 
however, bills positively detrimental to the 
interests of trust institutions in their service 
to the people of America have been introduced, 
though, happily in most cases, they have not 
been written into the law of our land. 


State and Federal Legislation Affecting Trust 
Companies 


An adequate survey of state legislative 
events as they affect the corporate fiduciary 
would fill many volumes. From east to west 
and from north to south, men elected to 
office appear in their legislative halls with 
ideas for the regulation of banks and trust 
companies which, if enacted into law, would 
be economically unsound, and many times 
would result in disaster. In these times the 
average legislator is unfamiliar with banking 
and trust practice and a great deal of personal 
work must therefore be done by men who are 
practical operators in the field, in order to 
overcome unsound theories or prejudices. 
It is obviously impossible, due to the widely 
varying economic and social conditions in 
various parts of our country, to have one 
standard law governing fiduciary matters, 
but considerable headway along the lines of 
uniformity can conceivably be made during 
the next few years. 
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The securing of adequate revenue for gov- 
ernmental purposes is a complex and ever- 
present problem. At the time of enactment 
or re-enactment of a revenue bill, almost 
every interest in America is on guard for its 
own protection. The Division has been most 
successful in getting just and proper measures 
enacted along the lines desired by corporate 
fiduciaries for the best interests of their clients. 
The most courteous treatment has always 
been accorded representatives of our Division 
when, together with representatives of the 
Legal Department of the Association, they 
have appeared before committees and other 
bodies at the national Capitol. 

Several years ago considerable friction 
existed between the corporate fiduciary and 
the legal profession. Careful attention has 
been given to remedying this condition, and 
has eradicated misunderstandings and la:k 
of proper information existing on both sides. 
A platform enacted by the Trust Company 
Division has been received favorably by 
members of the Bar, individually and col- 
lectively, in all parts of the country. The 
human element involved in this discussion 
will perhaps always be with us, but the gen- 
eral principles laid down by the Trust Com- 
pany Division are sound and acceptable to 
both sides and, in gratifying contrast to the 
situation as it existed a decade ago, are being 
adhered to. 

One of the greatest problems of fiduciary 
officers is how to extend their services in their 
own communities. A contributing factor in 
this problem is the lack of information on the 
part of the public as to how a corporation 
functions in taking care of the affairs of the 
living as well as of the dead. Messages de- 
signed to remove ignorance and _ supply 
definite information along these lines have 
been inserted by the Division, in national 
media estimated during the past five and a 
half years alone to have reached annually 
5,000,000 readers. Ways and means of 
assisting the local fiduciary to bring this 
message home to its own customers and 
friends, have been worked out with gratifying 
results. 


Charges for Trust Service 


The men who were on the firing line in 1896 
will recall the discussions at that time re- 
garding the chaotic condition existing in 
respect to adequate charges for trust service. 
In comparison with today’s problem, their’s 
was much the simpler, as the intricate laws 
which now govern the handling of property, 
both real and personal, and its taxation, were 
not on the statute books. The equipment 
of a trust man today calls for a knowledge of 





BRECKINRIDGE JONES 


Chairman of the Board of the Mississippi Valley 
Trust Company 


business, law, economics and sociology and 
a genuine interest in humanity. Intellectual 
equipment must be adequately balanced by 
the requisite personality. To figure a charge 
for trust service which is just to the grantor or 
beneficiary of the trust and at the same time 
allows an adequate return to the stockholders 
of the institution, has been a problem which 
has confronted the Division for many years. 
However, the progress which has been made 
in this respect leads us to believe that within 
the next twelve months we might be able to 
reap the benefit of all the consideration and 
earnest attention being given to the matter. 

In recognition of the need to find an outlet 
for the altruistic impulses influencing many 
of our citizens during recent years, the com- 
munity trust has been conceived. Designed 
to be of benefit to humanity, the development 
of this form of trust has progressed steadily 
and is having its share in changes throughout 
the world which are making states and nations 
one, and all men kin. 


Life Insurance Trust Development 


No business or profession in America has 
had a wider influence or more stabilizing 
effect than that of insurance. Thirty years 
ago, there were in the archives of trust com- 
panies perhaps a few trust indentures under 
which insurance funds were to be administered. 
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Great impetus to this work was not given 
until a few years ago, but the progress which 
has been made justifies the belief that we 
have entered upon one of the largest move- 
ments ever undertaken by the Trust Company 
Division. The cordial cooperation given by 
the insurance companies and the National 
(Association of Life Underwriters has been a 
delightful feature in the development of this 
work for the benefit of 
citizens. Our imagination earries us to a 
point in the near future when an army of 
nearly 200,000 life underwriters will be fully 
informed about the activities of the corporate 
fiduciary and a similar army—though some- 
what smaller—composed of trust officials, 
will understand the technique of insurance. 
Through the completion of this educational 
process, the work of cooperation will find its 
greatest rewards. 

One of the difficult trust company 
problems is that of building and maintaining 
thoroughly effective and mutually satisfied 
working organizations. The Division 
information regarding personnel 
problems and has in course of preparation a 
series of articles which it expects to publish 
in the fall. As there are many angles to the 
problem of staff relations and many points 


thousands of our 


most 


has 
gathered 





JOHN B. LARNER 


President, Washington Loan & Trust Company, 
Washington, D. C. 
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of view concerning it, it seems best to progress 
slowly and surely rather than to’‘advocate 
any measures, the desirability and wisdom 
of which have not been fully demonstrated. 


Research Work 


the past four years, eight research 
investigations of the trust companies them- 
selves have been carried on by the question- 
naire method, and the information obtained 
has proved most enlightening, valuable and 
authoritative. These researches have demon- 
strated among other facts, that American 
trust companies are 100 per cent safe; that 
the business accepted by trust companies is 
of a highly ethical character; that our mem- 
bers are earning on investments made by 
them and returning to the benificiaries of their 
trusts, net income yields equal to current 
rates of interest on conservative investments 
in their own localities; that the compensation 
of trust companies is usually known and 
fixed at the time of the inception of a trust 
and that in most cases there is no profit 
realized by the trustee in any dealings with 
the trust property; that the greatest prob- 
lems confronting trust companies, in order 
of their importance, are: Business develop- 
ment, investments, inheritance taxes, 
and methods. Mem- 
bers of the Division have given splendid co- 
operation when these studies were being made 
and the material secured is now in the Divi- 
sion office and available for the use of mem- 
bers whenever needed. 

The Division was greatly in favor of the 
creation of that great Federal Reserve Sys- 
tem which was unquestionably one of the 
chief supports of the country during the 
trying days of the war and post-war period, 
and considers that the System has strength- 
ened our whole financial, industrial and 
commercial structure, and that it should be 
supported by all financial institutions di- 
rectly or indirectly benefiting by its existence. 
As there are at present only 469 trust com- 
pany members of the System, the Division 
has been and is now engaged in endeavoring 
to persuade the remaining 1,600 eligible trust 
companies to join. Many such companies, 
while reporting their inability to join at the 
present time, state that it is their intention 
to consider the matter again in the not distant 
future. 


For 


fees, 


accounting recording 


Trust Department Literature 


Through its publications, the Division 
records in permanent form and makes avail- 
able to its membership and to others request- 
ing it, the valuable, up-to-date and authorita- 
tive information presented at its Conferences, 
gathered by its sub-committees and prepared 
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in the Division’s office. Gradually but surely, 
a trust department literature is being built 
up which is authoritative and of the first 
order, and the best possible textbook and 
study course material. The writing of needed 
books and articles in the trust field by quali- 
fied persons is encouraged by the Division, 
and assistance in the way of critical analysis is 
always freely given by interested sub-com- 
mittee members and by the Division’s office. 
Of the material published by the Division, 
mention might be made of the book of Trust 
Company Laws, a large edition of which was 
made possible some years ago by members’ 
subscription, but which is now out of print; 
the Book of Trust Forms previously described; 
the Proceedings of our Fourth, Fifth, Sixth 
and Seventh Mid-winter Conferences, pub- 
lished separately, and the Proceedings of the 
Third Regional Trust Conference held at 
Seattle and of the First Mid-continent Fi- 
duciary Conference held at St. Louis. 

A recent innovation has been the presenting 
of the trust message in dramatic form. Three 
playlets—the first introduced experiment- 
ally at the last convention, and the other 
two at the last Mid-winter Conference, met 
so enthusiastic a reception that they have 
been published in pamphlet form for the use 
of our members locally. 

Among the publications of the Division 
most frequently in demand by members are: 
The Schedule of Trust Charges, Insurance 
Trust Bulletins Nos. 1 and 2, Community 
Trust Bulletin, ‘‘Report on Inheritance Taxa- 
tion in the United States,’ Directory of 
Corporate Fiduciary Associations and the 
Committee on Publicity Monthly Bulletins 
and Supplemental Helps. 

A great deal of expert service has also been 
given by the officers of the Division as well 
as by members of sub-committees in the 
preparation of books and treatises on trust 
company subjects published under other 
auspices. The cultivation of harmonious 
working relations not only with the outside 
forces and factors with which we must deal, 
but with our associates in the banking field, 
has been a matter of constant study and 
effort on our part and attended with some de- 
gree of success. It should be necessary only to 
emphasize the community of interest which 
obviously exists in this“field of fiduciary ac- 
tivities as of an importance paramount to any 
selfish consideration to assure cooperation 
and mutual helpfulness and understanding. 
That is the policy which we believe must 
win for all concerned. 

It may fairly be assumed that in the story 
of corporate fiduciary progress to be written 





Wo. C. HEPPENHEIMER 
President, Trust Company of New Jersey 


in the future it will be recorded that the first 
thirty years were the hardest. Certain it is 
that the rapid growth in resources and ca- 
pacities for service by the trust companies 
has been one of the outstanding features of 
the financial history of the first quarter of 
the twentieth century. But it is equally cer- 
tain that we have only just started on the 
pathway of progress and that an ever-growing 
appreciation of both the quality and quantity 
of service to be rendered by the institutions 
we represent will lead to their continued 
growth and a constant expansion of the 
business idea they represent. 

We need a clearer vision of the oppor- 
tunities which lie before us and of our duties 
and responsibilities in relation to them. We 
also need to stimulate in every legitimate 
way the public understanding and apprecia- 
tion of this great gift of service we are offering. 
Your officers of the year past, in this vale- 
dictory message, pass the torch of service and 
understanding on to their successors in full 
assurance that it will be their privilege ‘“‘to 
bear it high.”’ 


Order of proceedings of the Trust Company 
Division meeting were continued, as follows: 








Pres 
elect 
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THEODORE G. SMITH 
JAMES H. PERKINS President, Central Union Trust Company of New York 


President The Farmers Loan & Trust Company, New York, 
elected a member of the xecutive Committee, Trust 
Company Division, A. B. A. 











W. J. STEVENSON 


Vice-President, Minneapolis Trust Company, who has 
A. C. RoBINSON been elected a member of the Executive Committee, 
President, Peoples Savings & Trust Co. of Pittsburgh, Trust Company Division, A. B. A. 








ee a SE ee ees ee En ee 


eT Bet 


i 


& 





502 TRUST COMPANIES 


Greetings from the Founder of the 
Trust Company Division 


President Sisson: It is now my privilege 
to read a telegram of congratulations from 
the man who has been called the founder of 
the Trust Company Division, Mr. Breckin- 
ridge Jones, chairman of the Mississippi Val- 
ley Trust Company Section, who wires as 
follows: 

“Greetings to the Trust Company Division 
on its thirtieth anniversary. Having been 
present at its birth, the first born of the 
A. B. A., having rocked its cradle, having 
helped dress it up in short clothes, having 
tenderly watched it through whooping cough 
and measles, through its adolescence into a 
full grown institution, powerful and efficient 
in its service to the public, inestimable in its 
value as a powerful educational and influential 
institution, born of union among the trust 
companies of America and as a fraternal tie 
among the other fellows it has brought to- 
gether, I send cordial greetings to the Division 
in convention assembled. I have before me 
as one of my most precious possessions the 
loving cup which the then Trust Company 
Section in 1904 presented to me as its father, 
and symbolically I drink to your health, 
happiness and long life.”’ 


President Sisson: To proceed with our 
program, it is my privilege to introduce to 
you as your first speaker, he who will intro- 
duce the first speaker on the program, our 
own good friend and associate committeeman, 
Judge Hervey, who knows so much better the 
speaker of the day that I have requested 
him to act for me in that capacity, and I 
know you will be glad to greet Judge Hervey 
in this particular part of our program. 


Judge Wm. R. Hervey: Mr. President 
and ladies and gentlemen: The business in 
which we are engaged is surrounded by 
multitudinous walls of law. The trustee is 
the favorite child of equity, and at the same 
time all of its action and all of its conduct is 
regulated either by positive rules of law or by 
principles of ethics, and there is no human re- 
lationship that is held to a higher degree of 
responsibility and accountability than that 
of trusteeship. 

We meet with the law on every side and, 
therefore, it was quite appropriate that at the 
Regional Trust Conference which concluded 
its labors Saturday night, an outstanding ad- 
dress was delivered by the President of the 
California Bar Association, and it is equally 
appropriate at this time that we should hear 
from one who is a distinguished jurist, be- 
cause our companies act as officers of the 


court. Our companies must lean upon the 
court as its strong support. ; 

The speaker whom I am now to introduce 
to you is a native son of the Golden West, a 
man who has spent his entire life on this 
western coast, a distinguished member of 
the Superior Court and later equally dis- 
tinguished as a Judge of the Court of Appeals, 
and now Chief Justice of the Supreme Court 
of the state of California. 

In addition to his juridical labors, he prac- 
ticed law for many years and was engaged 
more or less in banking. He was the or- 
ganizer of one of the outstanding banks in 
California and he understands as a human 
proposition the problems of the banker, of 
the lawyer and of the judge who regulates 
and administers the affairs of trustees when 
they are in the forum of the court. I take 
great pleasure in presenting to you, the 
Honorable William H. Waste, Chief Justice 
of the Supreme Court of California. 


Judge Waste: It was very kind indeed of 
my good friend Judge Hervey to introduce 
me as he did, but I am fearful that he did you 
an injury by inducing you to look for a 
progeny or a super judge or a super person, 
having a great understanding of the trust 
business and the trust relation. 


I fear, perhaps, gentlemen, that my address 
may seem to you to be somewhat academic, 
and yet as I worked out the various lines upon 
which I thought I might address you, and 
realizing that for nearly a quarter of a cen- 
tury I have been out of active practice and 
that my observations have been from behind 
the bench instead of in front of it, or in active 
practice, my mind seemed to go to the theory 
and briefly to the history and then to the 
underlying principles, as we find them em- 
bodied in rules of equity and mandates of 
law which direct and control the great and 
constantly increasing trust business, and that 
it is important and that it is growing cannot 
better be demonstrated than to remember 
the splendid, businesslike presentation of the 
work of this section by the president which has 
just been read to us. 

(Judge Waste then presented his prepared 
address, which appears on page 395). 

At the conclusion of Judge Waste’s ad- 
dress President Sisson expressed the appre- 
ciation of members for his message and then 
introduced Hanford M Baker, vice-president 
of the Pacific Mutual Life Insurance Com- 
pany of Los Angeles, who spoke on ‘“‘Insurance 
and Trust Company Cooperation.” Follow- 
ing this address, President Sisson called on 
Mr. Oscar Wells, as retiring president of the 
American Bankers Association, for a few 
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remarks. Mr. Wells congratulated the Divi- 
sion on its assiduity and success in serving the 
trust companies and advocated unity of 
effort among banks and trust companies in 
developing sound standards of fiduciary 
administration. 

President Sisson next called on George 
W. Ayres, vice-president of the National 
Association of Life Underwriters, who briefly 
dwelt upon the opportunities for cooperative 
effort between life insurance and trust 
panies. He said: 


com- 


Life Insurance and Trusteeship 


Mr. George W. Ayers: On behalf of the 
president of the National Association of Life 
Underwriters and our committee, our hard 
working Committee on Trust Relationship, 
composed of such stalwarts in our business 
as Mr. Edward A. Woods of Pittsburgh, Mr. 
Franklin Gantz of Boston, Mr. Graham Wells 
of New York City, I want to say to you 
gentlemen and have it read into your record 
that we stand ready to lend to you any co- 
operation in this inter-relationship between 
trust companies and life insurance 
that stands within our power. 

Isn't it peculiar, Mr. Chairman, 
that that 
have trotted along side by side, two 
two human services, for 
many, many years, neither one re- 
alizing that one could complement 
the other? We have looked upon 
as business organizations, tend- 
ing to your own affairs, and you 
have looked upon the life insurance 
man as a fellow doing a certain good 
work in the world, but realizing not 
at all what we could do for you, and 
we not realizing what you could do 
for us. We have not understood each 
other. That is the whole thing. 

In every large center in America 
today there is a local association of 
the National Association of Life Un- 
derwriters. In those cities where 
we have no association it would not 
be very difficult for you to single out 
in that community the four or five 
dozen life underwriters. We 
realize in our business that merely 
sitting down and writing a letter to 
a prospective life insurance client 
does not bring an application. It 
brings no business. 

For you to sit in your trust com- 
pany and write us a letter saying 
that you have the various depart- 
ments to handle our business through 
your trust arrangement won’t do the 
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has been elected a member of the Executive Committee, 
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trick. You need to know more about the 
thing about which we are thinking, and we 
certainly need to know more about your 
business and your operations. 

Then when you get home, will you seek out 
the Life Underwriters Association, its officers, 
its executive committee, and if there be no 
association in that center, will you seek out 
the leading life underwriters, and if you have 
to invite them to lunch at your expense, I 
am real sure that the returns will pay ample 
dividends on the investment, because the 
moment you get these men together, good, 
ethical, high professional men in these days in 
the life insurance business, and tie up the 
service they are trying to render with the 
service that you are trying to render, right 
away, there is going to be some good business 
on both sides. The trust companies and life 
insurance men can, indeed, enter into a be- 
nevolent conspiracy against the public for 
its good. 


Tribute to Secretary Mershon 


President introduced Mr. 


Sisson then 


J. SHEPPARD SMITH 


Mississippi Valley Trust Co., St. Louis, who 


Trust Company Division, A. B. A. 
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F. WINCHESTER DENIO 


Vice-President, Old Colony Trust Company, Boston, a Locus T 
member of the Executive Committee of the Trust Com- UCIUS LETER 


pany Division, A. B. A. President, Chicago Trust Company, and former President 


of Trust Company 














GILBERT T. STEPHENSON 


Vice-President, Wachovia Bank & Trust Co., Raleigh, UzaL H. McCaRTER 
N.C., elected member of the Executive Committee, Trust President, Fidelity Union Trust Co., Newark, N. J., and 
Company Division, A. B. A. former President of Trust Company Division 
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Lucius Teter, president of the Chicago Trust 
Company, who introduced a report from a 
special committee paying tribute to the com- 
pletion of ten years of efficient work by Leroy 
A. Mershon as deputy manager and secretary 
of the Trust Company Division. The follow- 
ing resolution was presented by Mr. Teter 
and adopted: 

“‘Whereas, this convention marks the com- 
pletion of ten years of loyal and efficient 
service on the part of the deputy manager 
of the Trust Company Division of the A. B. A., 
Mr. Leroy A. Mershon, therefore be it 

‘‘ Resolved, that the members of the Division 
here assembled do formally express their 
appreciation of the untiring and intelligent 
efforts which Mr. Mershon has devoted to 
the protection and furtherance of the interests 
of the trust companies and other corporate 
fiduciaries, and extend to him not only a 
sincere expression of our gratitude, but also 
to voice our hope that many useful and happy 
years in this splendid field of service may lie 
before him.” 

The work of the Trust Company Division 
was next described by Secretary Mershon 
with the aid of illuminated graphs showing the 
activities of the officers and of the various 
committees, including the Committee on 
Cooperation with the Bar, Community Trusts, 
Insurance Trusts, Federal Legislation, Pro- 
tective Laws, Publicity, Research, Staff 
Relations, Taxation, etc. Following the 
election of officers and new members of the 
Executive Committee, the proceedings were 
carried on as follows: 

President Sisson: Now we will go through 
the ceremony of conferring the badges upon 
the newly elected officers. Judge Fox, I am 
glad to present you with this badge. 

Judge Edward J. Fox: I find it very 
difficult to adequately express to the members 
of the Division my appreciation of the action 
which they have taken this afternoon in 
electing me to the presidency of the Division. 
No man can be insensible to the fact that 
the honor of presiding over this great division 
of the American Bankers Association is one 
that might be coveted and is well worthy of 
the ambition of any banker. 

And yet as one stands here and calls the 
long roll of names of distinguished and 
brilliant men who have occupied this position, 
one can well falter lest he prove unequal to 
the task which has been imposed upon him by 
the vote of the association. 

It has been my privilege for the last few 
years to be more actively identified with the 
work of the association as a member of the 
Executive Committee, and I have seen how 
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LEo S. CHANDLER 
President, California Trust Company, Los Angeles, Cal. 


the work of the association and the importance 
of the work of the association and its use- 
fulness has increased by leaps and bounds, 
and it has been largely due to such men as 
Mr. Sisson and his predecessors in office that 
this success has been attained. I realize now 
that I cannot succeed unless I have the 
hearty support, the cordial cooperation of 
the members of the Division, and I bespeak 
that from you during the year of my ad- 
ministration. I now have the pleasure of pre- 
senting to President Sisson the permanent 
badge which he retains. 

President Sisson: It is also a part of our 
procedure that the newly elected vice-presi- 
dent, Mr. Walter McLucas, shall rise and 
say something and be duly adorned. 


Mr. W. S. McLucas: I have been a vice- 
president several times in my life and I think 
I know something about what is expected of 
him. I am going to try to be that sort of 
vice-president to the incoming president of 
this great association. It will be my pleasure 
to go forward in this work as I have tried to 
do the last few years, enjoying it all the time, 
realizing what it means to have something 
to do with such a developing part in the 
banking business of this country as this asso- 
ciation is taking. I want to thank all of you 
for the opportunity of serving you this 
coming year as vice-president. 
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President Sisson: It will be a great sur- 
prise to Mr. House, who has been a warrior 
in the service for many years to realize that 
he is reelected as a token of his years of 
faithful service in the past. (Mr. House and 
Judge Stephenson then came forward and 
received their badges). 


President Sisson: In presenting my own 
valedictory as your executive, I want to ask a 
distinguished member of the Trust Company 
Division, who is to be the next president of the 
American Bankers Association, Mr. Melvin 
A. Traylor, president of the First Trust and 
Savings Bank of Chicago, if he will close the 
meeting for us. 

Mr. Traylor: Your president certainly did 
take me without any warning. I had the 
pleasure of listening to your president making 
his magnificent address today, which was so 
characteristic of the work of the Trust Com- 
pany Division that I want to compliment 
him in your presence as I know you feel as I 
do, that it was a splendid address. 

This Division, which I wish I might have 
had a chance to address briefly while they 
were all here, is without question the most 
active division of the association. I can say 
that to my national bank friends, my state 
bank friends and any others in the association. 
That is probably not unnatural since you are 
the oldest division and since, because of your 


Jupce H. L. STANDEVEN 


Vice-President, Exchange Trust Company of Tulsa, Okla- 
homaand Member of Executive Committee of Trust Com- 
pany Division, A. B. A. 


tremendous financial representation, you are 
in position to do big things and abundant 
things. 

I thank the president for the compliment. 
After tonight we may know more about who 
is going to be president of the A. B. A. next 
year. I never believe in counting my birds 
until I have them in the skillet. But what- 
ever may be in the future with regard to my 
relation to the American Bankers Association, 
I shall always feel a very keen interest in the 
work of this Division. Some of us cannot 
give our active support, our active cooperation 
in a personal way with as many things as 
some others can. Some of us are limited 
in our capacity in that direction. But if we 
cannot come in person, I hope there will 
not be a time, so long as I am connected with 
the institution with which I have the privilege 
now to be connected, that a representative 
worthy to sit among you from the First 
Trust and Savings Bank may not be per- 
mitted to have a part in the deliberations of 
this splendid Trust Company Association. 

President Sisson: I think I may add 
that with such distinguished members as 
Roy Osgood and John Mechem, that has 
been filled adequately. That is all. The 
meeting stands adjourned. 


Adjournment 





ELLiott C. McDouGaL 


Chairman of Board, Marine Trust Company of Buffalo, 
New York, and Member Executive Committee Trust Com- 
pany Division 
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PAYS HOMAGE TO MEMORY OF 


DEPARTED 


During the past few months the grim 
reaper has laid a heavy toll upon members 
of the trust company fraternity who have 
rendered conspicuous service in the cause of 
trust company advancement. At the recent 
annual meeting of the Trust Company Divi- 
sion of the American Bankers 
the Executive Committee adopted resolu- 
tions, rendering tribute to those who have 
passed to the great beyond during the past 
year, including Frederick Vierling, vice-presi- 
dent of the Mississippi Valley Trust 
pany of St. Louis; Frank J. Parsons, vice- 
president of the United States Mortgage & 
Trust Company of New York and Frank P. 
Kennison, vice-president and trust officer of 
the Ohio Savings Bank and Trust Company 
of Toledo, O. 


Association, 


Com- 


The resolutions read as follows: 


FREDERICK VIERLING 


WHEREAS: We, the members of the Execu- 
tive Committee of the Trust Company Division 
of the American Bankers Association have 
learned with deepest regret of the death on 
September 25, 1926, of Frederick Vierling, vice- 
president of the Mississippi Valley Trust Com- 
pany, St. Louis, Missouri, and a member of 
the Committee on Legislation of the Trust 
Company Division, and 

WHEREAS: Mr. Vierling has been one of the 
outstanding exponents of sound Trust Company 
practice and has presented valuable contribu- 
tions upon Trust Company subjects, and 


WHEREAS: This committee feels very keenly 
the loss which the entire trust company cause 
has sustained, now therefore be it 


Resolved, That this Committee record an ex- 
pression of its high regard for Mr. Vierling’s 
character and superior qualities and an appre- 
ciation of his service, and be it further 


Resolved, That we place on record the ex- 
pression of our deep sympathy with Mr. Vier- 
ling’s. family in the bereavement which they 
have suffered and also with his business as- 
sociates in the Mississippi Valley Trust Com- 
pany, St. Louis, Missouri, and be it further 


Resolved, That the secretary be and he is 
hereby instructed to spread these resolutions 
upon the minutes and transmit a copy thereof 
to Mr. Vierling’s family and to the officers and 
directors of the Mississippi Valley Trust Com- 
pany, St. Louis, Missouri. 


FRANK J. PARSONS 


WHEREAS: We, the members of the Execu- 
tive Committee of the Trust Company Division 
of the American Bankers Association have 
learned with profound regret of the death on 
August 23, 1926, of Frank J. Parsons, vice- 
president of the United States Mortgage and 
Trust Company of New York City, and chair- 
man of the Committee on Community Trusts 


of the Trust Company Division, American 


Bankers Association, and 


WHEREAS: Mr. Parsons unselfishly devoted 
years of service to the national development 
of community trusts in the benefits of which 
both to the trust companies of America and 
to the public at large, he whole-heartedly be- 
lieved, and 


WuereEAS: Through his untimely death this 
Division has not only suffered the loss of a 
loved associate, but its further work along 
these important lines will be seriously re- 
tarded, now therefore be it 


Resolved, That this Committee desires to 
testify to its sincere respect for Mr. Parsons’ 
sterling character and manly qualities and to 
its appreciation of his loyal and devoted serv- 
ice, and be it further 


Resolved, That we hereby place on record this 
expression of our sympathy with Mr. Parsons’ 
family in their bereavement and also with his 
late business associates in the United States 
Mortgage and Trust Company of New York 
City, and be it further 


Resolved, That the secretary be and he is 
hereby instructed to spread these resolutions 
upon the minutes and transmit a copy thereof 
to Mr. Parsons’ family and to the officers and 
directors of the United States Mortgage and 
Trust Company of New York City. 


FRANK P. KENNISON 


WHEREAS: We, the members of the Execu- 
tive Committee of the Trust Company Division 
of the American Bankers Association have 
learned with profound regret of the death on 
June 17, 1926, of Frank P. Kennison, vice-presi- 
dent and trust officer, Ohio Savings Bank and 
Trust Company, Toledo, and a member of 
this Committee, and 


WuHeErREAS: Mr. Kennison has rendered val- 
uable service to the Trust Company Division 
in his capacity as a member of the Executive 
Committee, and 


WHEREAS: Mr. Kennison’s sterling qualities 
and lovable ways have endeared him to his 
former associates and will cause him to be 
sorely missed, now therefore be it 


Resolved, That this Committee desires to 
testify to its sincere respect for Mr. Kenni- 


+son’s high character and fine qualities as a 


man, and to express its deep appreciation of 
his intelligent and devoted service to the Di- 
vision, and be it further 


Resolved, That the members of this Com- 
mittee place on record the expression of their 
deep sympathy with Mr. Kennison’s family in 
their bereavement, and also with Mr. Keni- 
son’s late business associates in the Ohio Sav- 
ings Bank & Trust Company of Toledo, Ohio, 
and be it further 


Resolved, That the secretary be and he is 
hereby instructed to spread these resolutions 
upon the minutes and transmit a copy thereof 
to Mr. Kennison’s family and to the officers 
and directors of the Ohio Savings Bank & 
Trust Company of Toledo, Ohio. 





—— 
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TRUST FUNCTIONS 


STUDY COURSE 


Purpose 


The purpose of this Course is to 
equip the student with a thorough 
and accurate knowledge of the func- 
tions of a trust department in order 
that he may be able to understand 
clearly and discuss intelligently the 
various services of that department. 

It has been designed for the bene- 
fit of all those who are not thoroughly 
familiar with the activities, useful- 
ness and benefits of a modern trust 
department and the important place 
it is now holding in the business 
world. 

Subjects 

The Course includes discussion of 
the following subjects: 

The Corporate Fiduciary 

Agency, Custodian or Safekeeping 


Accounts 

Private, Living or Voluntary 
Trusts 

Life Insurance Trusts 

Wills 


Probate of Wills 

Testamentary Trusts 

Inheritance Tax 

Federal Estate Tax 

Income Tax as it relates to the 
Corporate Fiduciary 

Insurance 

Guardianship of Minors and In- 
competents 

Administration of Estates 

Escrows 

Depositary 

Trustee under Bond Issues 

Transfer Agent 

Registrar 

Community Trusts or Foundations 


Value of knowledge of Trust Func- 
tions and how to use it advan- 
tageously. 


Length of Course 


Six assignments—two each month 
for three months. 


How Conducted 


Each assignment consists of pres- 
entation of the subjects covered in 
a clear, concise manner. 


Actual cases are frequently cited 
to illustrate points relative to subject 
discussed. 

Terms and phrases peculiar to 
each subject are defined and ex- 
plained. This method of presenta- 
tion together with question sets will 
enable the student to obtain a sound, 
practical working knowledge of Trust 
Functions. 

No examinations or tests are re- 
quired. 

Subscribers are privileged to apply 
to our Consultant Department for 
personal help relative to the subjects 
covered in this Course. 


Cost 
Cost of this Correspondence Course 
—$25.00 cash in full payment. 
Or $10.00 cash and two monthly pay- 
ments of $8.50—total $27.00. 


Group Study Plan 


Those interested in conducting classes 
for the study of Trust Functions within 
their own bank or by co-operating with 
other banks in their community, are in- 
vited to write us for details of our Group 
Study Plan. 


R. R. BIXBY, Inc. 


120 BROADWAY 
NEW YORK 


Specialists in Trust Department Operations 
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. TRUST INVESTMENT 
Fortieth SAVINGS PLAN 
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for greater banking service 


Let your eA BANKING plan of invest- 
Cleveland business 


ment which, with monthly savings, 
trebles holdings of securities of 
be customer’s own choosing in less 


; : than six years’ time. 
united with progress 
An initial capital of $5,000, with monthly 


through savings of $100, results in a holding of 
/ $15,000 in five years and eleven months. 
The 


UN ITED BANK Descriptive Booklet mailed upon request 
West 25th and Lorain - Opp. West Side Market A VM B O LD T BA N K 
CLEVELAND, OHIO SAVINGS COMMERCIAL TRUST 
SAN FRANCISCO, CALIFORNIA 








LUNCHEON GIVEN AT THE CALIFOFRNIA CLUB AT LOS ANGELES IN Honor or Otto H. KAHN BY 
ARTHUR W. LOASBY, PRESIDENT OF THE EQUITABLE TRUST COMPANY OF NEW YORK, WHICH Was 
ATTENDED BY LEADING BANKERS AT THE A. B. A. CONVENTION 
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MELVIN A. TRAYLOR 
President, First National Bank and of First Trust and Savings Bank of 
Chicago, who was elected president of the American Bankers Association at 
the Los Angeles Convention 
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FIFTY-SECOND ANNUAL CONVENTION 
OF THE 


Ampvrican Bankers Assoriation 


HELD IN LOS ANGELES, OCTOBER 4 TO 7, 1926 





Officers elected for ensuing year: 

President: Melvin A. Traylor, president 
First Trust & Savings Bank, Chicago, Ill. 

First Vice-President: Thomas R. Preston, 
president Hamilton National Bank, Chatta- 
nooga, Tenn. 

Second Vice-President: Craig B. Hazle- 
wood, vice-president Union Trust Company, 
Chicago, IIl. 

Treasurer: Nathan D. Prince, president 
Hartford-Connecticut Trust Company, Hart- 
ford, Conn. 

Executive Manager: F. N. Shepherd, New 
York City. 

Convention City for 1927: Houston, Texas. 


ITH a registration of over seven 

thousand delegates, exceeding all 

previous records for attendance 
save that scored in New York in 1922, the 
proceedings of the fifty-second annual con- 
vention of the American Bankers Association 
at Los Angeles contributed one of the most 
interesting and liveliest chapters in the annals 
of that organization. zast year when the 
American Bankers Association held its annual 
tourney on the shores of the Atlantic, the 
highly inflammable branch banking issue was 
kept safely in the background and completely 
overshadowed by the inspiriting messages 
which attended the golden jubilee celebration 
and the establishment of the half million 
dollar Scholarship Foundation. Assembling 
this year on the shores of the Pacific and in the 
state where branch banking has flourished 
more luxuriantly than anywhere else in this 
land, this question could not be sidestepped 
with results that yielded surprises and un- 
expected climaxes to the whole banking 
fraternity. 

Even before the general convention was 
assembled in the spacious Philharmonic 
Auditorium, the major motif and absorbing 
topic had been foreshadowed by conflicting 
actions of the National Bank Division and of 
the State Bank Division, the former adopting 
a resolution approving the McFadden Bill 


without the Hull amendments and the State 
Bank Division, in an obvious spirit of resent- 
ment, rejecting a similar resolution. Realizing 
the difficulty of keeping the discussion within 
bounds and the possibility of upsetting the 
regular program, the administrative leaders 
decided a special session for the evening of 
October 5th which was prolonged into the 
small hours of the morning and resulted in a 
vote of 413 in favor of the McFadden Bill 
without the disputed Hull amendments, and 
of 268 against. The discussion was doubtless 
the most animated in the history of the 
association. 





Oscar WELLS 


President First National Bank, Birmingham, Ala. who 
presided at American Bankers Association Convention 
as retiring President 
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Notwithstanding the controversial clouds 
the Los Angeles convention served to em- 
phasize the strong feeling of optimism and of 
faith in the prosperous progress of business 
and financial conditions. To be sure, there 
were warning notes and danger signals, lest 
prosperity degenerate into the bogs of over- 
indulgence, overtension in the sinews of 
credit and those errors that are inherent in 
unlicensed affluence. But the general im- 
pression conveyed by platform utterances 
and in private discussions was one of con- 
fident reliance that responsible and conserva- 
tive forces are in the saddle. The sunny skies 
and the fact that the convention was held in 
one of the most prosperous banking centers 
in the United States, contributed to this 
prevailing sentiment. 


Opening Session of the Convention 

The opening session on Tuesday morning, 
October 5th, proceeded with a somewhat 
ominous calm and according to schedule, with 
the assurance that a special meeting had been 
called for the same evening to enable opposing 
forces on the branch banking question to 
have their innings. Mr. Oscar Wells, presi- 
dent of the First National Bank of Birming- 
ham, Alabama, retiring president of the 
association, presided, and without further 
formality submitted his presidential address 
He traced briefly the constructive activities 
of the association and especially the tasks 
undertaken to dedicate the influence of the 
organization toward economic education and 
public interests. He characterized railroads 
and transportation as allies to banking with 
a direct claim upon their aid and good will. 
Agricultural problems received special atten- 
tion in the presidential address and in that 
connection Mr. Wells said: 


President Wells Warns Against Credit 
Inflation 
“There is crystallizing a sentiment that 
more credit is needed. That is an old cry. 
Like Banquo’s ghost it will not down. The 
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bankers have demonstrated a number of times 
their willingness to provide funds for special 
administration to meet an emergency in a 
particular industry or to care for the unusual 
conditions in a given section. The same thing 
will be done in this instance if the established 
channels of credit are believed to be inade- 
quate and the soundness of the plan to dis- 
solve the difficulties of the farmer by the 
manipulation of his surplus products through 
the creation of a pool is without question. In 
this connection it must be remembered that 
the Federal Land Bank has been brought into 
existence to absorb properly safeguarded mort- 
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gage loans on farm lands, that the Inter- 
mediate Credit Bank is designed to meet the 
needs of those who may want to borrow upon 
terms beyond the seasonal limitations, and 
that the local banks fortified by the redis- 
counting machinery of the Federal Reserve 
banks are the logical handlers of all good 
short time credits, such as those involved in 
producing and marketing the staple products 
of the soil. Is it surprising that the banker 
wonders whether the question is one of more 
credit and if the solution of the problem can 
be made lasting or effective by granting 
credit to those who cannot now borrow from 
existing agencies engaged in the business of 
lending? A large part of his life is spent in 
observing the tragedies which follow the use 
of too much credit.” 


Progress of Educational Foundation 


President Wells next called upon J. H. 
Puelicher as chairman of the board of trustees, 
to describe the progress of the Educational 
Foundation established by the American 
Bankers Association at the golden jubilee con- 
vention. He stated that there has been paid 
into the hands of the trustees approximately 
$300,000 and collectible pledges bringing the 
total to $400,000. Twenty-three states have 
paid their pledges, while twenty-seven states 
remain to be heard from to make up the 
pledged initial fund of half a million dollars. 

The oratorical leaven of the first session 
was next provided by Dr. Ray Lyman Wilbur, 
president of the Leland Stanford University 
of California, who spoke on ‘‘Knowing How 
and Why.” He dwelt on the miraculous 
achievements of science and invention within 
the past few decades and how they have con- 
tributed to human knowledge and comforts. 

“One of the things that I want to emphasize 
in connection with the problems you men are 
studying here in this great association in con- 
nection with education is that while you 
think that economics or the unit, we will say, 
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of economics in this country is the dollar, 
while you may think that, you are wrong. 
The unit of economics in the United States of 
America for the man who looks ahead is the 
child, the boy or the girl. That is the unit. 
That is the human unit. Dollars don’t amount 
to anything without the boy or the girl in the 
background. The boy or the girl coming along 
to pick up the accumulated wealth, and when 
we think in terms of the human family we 
can’t think in terms of any artificial thing 


like a dollar.”’ 





NATHAN D. PRINCE 


President Hartford Connecticut Trust Company and 
Treasurer of American Bankers Association 
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Second General Session, October 6 


Following the special meeting of the con- 
vention held on the previous evening to dis- 
cuss the branch banking resolutions, the dele- 
gates were somewhat tardy in arriving for 
the second regular session. The stellar feature 
was an address by Garrad B. Winston, Under- 
secretary of the United States Treasury on 
“The United States Public Debt.” Mr. 
Winston described the methods of Treasury 
financing and the operations of the sinking 
fund in reducing the public debt from its peak 
of twenty-six and a half billions in 1919 to the 
present total of nineteen and a half billions. 

Undersecretary Winston urged a policy of 
public debt reduction which would relieve 
taxpayers of the burden as speedily as possible 
instead of carrying debts over a protracted 
period of years with constantly accumulating 
increment of interest obligations. In conclu- 
sion he said: 

“The people do not want a reduction one 
year and new taxes the next. It would be most 
unfortunate to have to add to a declining 
prosperity more taxation and thus accelerate 
the decline. Uncertainty added to uncer- 
tainty. The administration has gone far in 
the past few years, and it should be sure the 
next step is not over the line. If a full year’s 
trial of the present taxes justifies the belief in a 
higher surplus than $100,000,000 for several 
years, the excess should go to tax reduction, 
but below that margin, and before we have 
that assurance, we should not go.” 

The report of the Nominating Committee 
headed by Col. William G. Edens, vice-presi- 
dent of the Central Trust Company of Illinois, 
was next presented and adopted. Installa- 
tion of officers was deferred to the closing 
session. Then the convention received the 
report of the Committee on Resolutions which 
was also adopted, and as summarized else- 
where in this issue of Trust Companies. 
After receiving invitations from various 
cities for the 1927 convention, the session 
was adjourned. 


Closing Session, Thursday, October 7 


The feature of the closing session of the 
convention was an address by President 
Wigginton Ellis Creed of the Pacific Gas and 
Electric Company of San Francisco on the 
topic “The Values in American Prosperity.”’ 
He reviewed the cumulative evidences of 
prosperity in the United States, attributing 
such affluence to new inventions and greater 
efficiency in industry; development of trans- 
portation, light, heat and power which have 
made for higher standards’ of living. He 
pointed to the fact that savings deposits have 


more than doubled in the last fifteen years, 
and said in part: 


Values in American Prosperity 


“The fundamental underlying values in 
prosperity are those values that build a people 
capable of sustaining prosperity, that under- 
write civilization and consolidate human prog- 
ress. We know that some individuals cannot 
stand prosperity. It has appeared both in 
antiquity and in our own day that some 
nations cannot stand prosperity. Obviously, 
we need to be concerned with the sort of 
people our prosperity develops; with the 
points of view, with the souls and the thoughts 
of the men behind the marvels of science, 
behind the means of production; with what 
sort of spirit there is in the American team 
in the great game of life. All these things 
are of gravest importance, for a nation is but 
the composite of its individuals. 

“There will always be great problems ahead 
of us. Human affairs do not attain perfec- 
tion nor work smoothly like machinery. But 
it must thrill every American to contemplate 
our successful experiment of liberty and 
equality serving the forward march of hu- 
manity. It must move him to some depths 
of thinking to know that visitors from other 
lands come here to seek the causes of our 
social and economic victories and return home 





WILLIAM G. EDENS 


Vice-President, Central Trust Company of Illinois, Chair- 
man of Nominations Committee at A. B. A. Convention 
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to speak, to be sure, of time saving and trouble 
saving devices, of high wages and good living, 
but also to interest them in terms of liberty 
and equality—to tell of a land where no 
son of his father need stop where his father 
stopped.” 


Installation of Officers 
the address of Mr. Creed, the 
and concluding order of business was 
installation of officers. In yielding the 
gavel, President Wells expressed appreciation 
for the honor and responsibility 
upon him. In accepting the presidency, 
Melvin A. Traylor expressed his determina- 
tion to endeavor to follow in the footsteps of 
the illustrious line of bankers who have guided 
the affairs of the association. President-elect 
Traylor then called upon First Vice-President 
Thomas R. Preston to receive the badge of his 
office, to which the latter responded in fitting 
terms. In accepting the post of second vice- 
president, Mr. Craig Hazlewood emphasized 
the responsibilities that attach to official con- 
duct of an association that represents $40- 
000,000,000 of the aggregate $50,000,000,000 
of deposits held by American banks. A most 
pleasing feature was the presentation of a silver 
set to retiring President Wells by Mr. Charles 
Cason, vice-president of the Chemical Na- 
tional Bank of New York, as a tribute from 
members of the association. 
thereupon came to a close. 


THE NEW PRESIDENT OF THE AMERI- 
CAN BANKERS ASSOCIATION 

One of the most picturesque figures in the 
American banking field is Melvin A. Traylor, 
president of the First National Bank and 
the allied First Trust & Savings Bank of 
Chicago, who was elected president of the 
American Bankers Association at the recent 
annual convention in Los Angeles. His elec- 
tion to the highest post of honor in the gift 
of bankers is not only a tribute to his per- 
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sonal attributes, but also as representing the 
trust company members of the Association. 

Mr. Traylor was born in Breeding, 
October 21, 1878. At twenty years of age 
went to Hillsboro, Texas, where he worked 
in a grocery store and studied law at night. 
Soon after being admitted to the Bar in 1901 
he was elected city clerk of Hillsboro, and 
subsequently assistant county attorney of 
Hill County, which office he held until 1905. 

His banking career began in that year as 
cashier of the Bank of Malone, Texas. 
years later, he was made cashier of the 
Citizens National Bank of Ballinger, Texas, 
and a year later vice-president of that insti- 
tution. In August, 1909, the Citizens Na- 
tional Bank the First National 
Bank, and Mr. Traylor became president of 
the consolidated institution, then capitalized 


Ky., 


Two 


took over 


at $200,000. In 1911 he went to St. Louis 
to become vice-president of the National 
Stock Yards Bank of East St. Louis. After 


three years of service there he 
cago in September, 


came to Chi- 
1914, as vice-president of 
the Live Stock Exchange National Bank, and 


president of the Chicago Cattle Loan Com- 
pany. In January, 1916, he was elected 
president of the Live Stock Exchange Na- 
tional Bank. 

Mr. Traylor was elected president of the 
First Trust and Savings Bank and vice- 
president of the First National Bank of 
Chicago in October of 1918, and was made 


a director of both institutions. He has been 
an active factor in the development of the 
two banks, 


being elected president of the 
First National in January, 1925. 
Preceding the Second Liberty Loan, Mr. 


Traylor was appointed director of sales for 
Treasury Certificates of Indebtedness for the 
Seventh Federal Reserve District. He 
president of the Illinois Bankers’ Associa- 
tion 1923-24, and served as chairman of the 
Economic Policy Commission of the A. B. A. 
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Irving Bank and Trust 
Company 


NEW YORK 


Statement of Condition, September 30, 1926 


RESOURCES 


Cash in Vault and with Federal Reserve Bank. . $42,239,607.29 
Exchanges for Clearing House and due from other Banks . 79,709,882.68 
Call Loans, Commercial Paper and Loans eligible for Re- 

discount with Federal Reserve Bank. . . . . . = 87,095,715.83 
Lecaenereueeeaees wk 23,145,486.25 


Short Term Securities cls S| in Sie ae 435312,530.39 
Loans due on demand and within 30 days Sveti 4 Settles 71,677,929.88 
Loansdue3otogodays . . . .... . . «. 41,081,060.15 
Loans due g0 to 180 days ee i i et ips ge ae 345239,421.14 
Loans due after 180 days Ce Pe a se oa 4,138,944.39 


Customers’ Liability for Acceptances 

(anticipated $2,025,119.99)_ . com 21,778,709.65 
New York City Mortgages and Other Inv estments .. 9,310,61 3.37 
DS, ae le, fe Ge 648,416.16 


LIABILITIES 


Deposits 


' $351,805,498.41 
Official Checks. 


445592,394.07 


Acceptances (including Acceptances to Create Dollar 
a at ON CEN we ee TOES 23,803,829.64 


Discount Collected butnot Earned . . . . . . . 938,932.75 
Reserve for Taxes, Interest,etc.. . °°. . .... 2,242,369.64 
Dividend payable October1,1926 . . . . . . . 612,500.00 


CapitalStock .. Bigs, eek pO ag 18,500,000,.00 
Surplus and Undivided Profits TARP ee ey keene 15,882,792.67 


$458,3'78,317.18 
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“HIGH SPOTS” AT THE SPECIAL A. B. A. CONVENTION 
SESSION DEVOTED TO BRANCH BANKING DEBATE 


Expectations of a brilliant display of ora- 
torical pyrotechnics at the Los Angeles con- 
vention of the American Bankers Associa- 
tion on the mooted issue of branch bank- 
ing versus unit banking, were fully realized. 
The heavy artillery and “Big Berthas’” of 
the opposing camps were marshalled at a 
special meeting held on Tuesday evening, 
October 5th with the main floor and gallery 
of the Philharmonic Auditorium presenting 
a rather festive than warlike appearance. It 
was not until the wee hours of morning that 
the wearied and harassed delegates arose to 
depart from a protracted and hectic period 
of debate to sustain a resolution which com- 
mits the American Bankers Association to 
the McFadden bill with the Hull amendments 
deleted and implying a reversal of the atti- 
tude taken by the Association at the Chi- 
cago convention in 1924. 

President Wells called the special meeting 
to order with the announcement that a com- 
mittee of four had been chosen to serve as 
referees and timekeepers, H. H. McKee of 
Washington, D. C., and W. C. Wilkinson, 
head of the National Bank Division repre- 
sented those in favor of the McFadden bill 
without the Hull amendments and E. N. 
Baty, the guiding spirit of the “Committee 
of One Hundred,” and W. J. Rathje of Chi- 
cago, represented those who want the Mc- 
Fadden bill with the Hull amendments re- 
tained and as passed by the House of Repre- 
sentatives. One and a half hours was dele- 
gated to each side. Mr. McKee opened the 
affray, with the following resolution, similar 
to the one adopted on the previous day by 
the National Bank Division: 


“RESOLVED, That in view of the existing 
legislative situation, the American Bankers 
Association in session now at Los Angeles, 
California, recommend to Congress the final 
enactment of the so-called McFadden National 
Bank Bill, H. R. No. 2, including the provi- 
sion rechartering the Federal Reserve banks, 
at the coming session, with the following re- 
strictions upon branch banking: 


“First, that no national bank be permitted 
in any state to establish a branch beyond 
the corporate limits of the municipality in 
which the bank is situated; second, that no 
national bank be permitted to establish a 
home city branch in any state which does 


not at the time of such establishment permit 
the state banks to establish branches; third, 
that no state bank be permitted to enter or 
to retain membership in the Federal Reserve 
System if it has in operation any branch 
which may have been established after the 
enactment of H. R. No. 2 beyond the cor- 
porate limits of the municipality in which 
the bank is situated; fourth, that no branches 
which may have been established after the 
enactment of H. R. No. 2 beyond the incor- 
porate limits of the municipality in which the 
parent bank is situated, be permitted to be 
retained when the state bank converts into 
or consolidates with the national bank, or 
when two or three national banks consoli- 
date.” 


Mr. McKee proceeded to explain the reso- 
lution. He placed stress upon the second 
paragraph which reads: “No national bank 
be permitted to establish a home city branch 
in any state which does not at the time of 
such establishment permit the state banks 
to establish branches.” He called attention 
to the deadlock between the two houses of 
Congress over the Hull amendments and 
warned the delegates that if the deadlock 
was not broken before adjournment of the 
present Congress, all of the legislation in- 
cluding rechartering of the Federal Reserve 
banks and amendments to the National Bank 
Act will be lost. He showed that the Hull 
amendments, if passed, would grant branch 
banking privileges to national banks under 
certain conditions in twenty-two states and 
deny the same privileges under identical 
conditions and limitations to national banks 
in twenty-six states that do not now au- 
thorize branch banking. He stated that the 
objection of the Senate to the Hull amend- 
ment was based on the theory that it was 
discriminatory and did not confer equal 
privilege and protection of the law, and as 
such its constitutionality was questioned. 
Mr. McKee also recalled that the United 
States Chamber of Commerce and the Na- 
tional Association of Credit Men have taken 
the stand, together with the Secretary of the 
Treasury, the Federal Reserve Board and 
other authorities, that the Hull amendments 
should be eliminated as antagonistic to the 
best interests of national banks and as an 
incitement rather than a curb on further 
branch bank development. 
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E, N. Baty then went to bat for the “antis.” 
His “delivery” was rather uncertain and his 
argument was made up largely of attempts 
to refute statements than to present logical 
reasons for retaining the Hull amendments. 
He also presented a number of quotations 
from Congressional discussions to show that 
members of Congress had reversed them- 
selves on the McFadden bill. 


California Indpendent Bankers Oppose Hull 
Amendments 

One of the surprises of the session was the 
attitude of spokesmen for the California 
League of Independent Bankers, one of the 
most aggressive and implacable bodies of 
bankers arraigned against branch banking. 
The next speaker was Mr. MacDonnell, a 
member of the League who said: 

“The California League of Independent 
Bankers believes that the Hull amendments, 
instead of impeding in any way the spread 
of branch banking, would be one of the most 
useful means of spreading branch banking 
in states that do not now have it. Being 
opposed to branch banking, I nevertheless 
can conceive that if some of the states that 
do not now allow it, should provide by their 
state legislatures that it should exist in their 
states, many of the members here—national 
bankers, would see the wisdom of allowing 
them reasonable competition insofar as hav- 
ing branches inside the cities as designated 
by population.” 

The next speaker, called by Mr. McKee, 
was Charles H. Sagerstron, president of the 
California League of Independent Bankers, 
who said that unit bankers in California 
had more reason to fight the spread of 
branch banking than bankers in any other 
state, but that the Hull amendments would 
work the opposite results from those ex- 
pected. He advocated passage of the pend- 
ing resolution. 


Defense of Hull Amendments 
The strongest plea made in behalf of those 
who favored the Hull amendments was voiced 
by the succeeding speaker, W. H. Doyle, of 
the State Bank of Platteville, Wis., in the 
course of which he endeavored to show the 
political motives that have brought about 

the deadlock in Congress. He said: 
“Branch banking is now prohibited in 26 
states. It will be prohibited there if the 
Hull amendments are enacted. National 
bankers can prevent it from being extended 
into the 26 states, because they can say, 
Congress refuses the privilege, because it is 
considered unsafe and unsound. It would 
be unfair to gra:it your state bank privileges 
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that we cannot enjoy. That is the reason 
for the legislatures in these 26 states now 
refusing to grant branch banking privileges 
to state banks. On the other hand, gentle- 
men, let Congress pass the Senate bill for 
branch banking and with that endorsement 
of the system there will remain no good 
reason why every state legislature through- 
out this Union should not let the bars down 
and the result will be statewide branch 
banking everywhere.” 

One of the ablest pleas made for the reso- 
lution as the most effective means of hasten- 
ing needed legislation for national banks, 
was that by Charles A. Hinsch, former presi- 
dent of the American Bankers Association. 
He cited his own experience as president of 
the Fifth-Third National Bank and the Union 
Trust Company of Cincinnati, having com- 
bined deposits of $80,000,000. The Union 
Trust Company has eleven branches, but the 
Fifth-Third National cannot establish any 
branch, although both are members of the 
Federal Reserve System, he said, in demand- 
ing legislative equality for both federal and 
state banks. 

“I feel that the situation is one that we 
are facing,” says Mr. Hinsch, “where we are 
not confronted with the theory, but an ac- 
tual condition where the national banks must 
be given some relief or they will naturally 
go out of the National: Banking System and 
take up state banking. I am here pleading 
tonight, gentlemen, to you to insure the 
safety and preservation of the Federal Re- 
serve System by giving to the national banks 
the same privileges accorded to the state 
banks in the twenty-two states of the Union. 
I thank you.” 


Another telling argument for the pending 
resolution was that made by Richard S. 
Hawes, vice-president of the First National 
Bank of St. Louis, who said he was for the 
unit banker and against the Hull amend- 
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ments because they shackle the national 
bankers in twenty-six states in the event 
that state bankers, in present prohibitive 


states, get together after the passage of the 
proposed amendments and pass enabling leg 
islation. 

Edward Elliott, vice-president of the Se 
eurity Trust Savings Bank of Los An 
geles, stated that it was the position of his 


and 


institution to encourage legislation which 
would give to national banks equal rights 


with state banks and approving the resolu- 
tion as embracing the most logical and 
speediest solution of the problem. “Uncle 
Peter’ Goebel of Kansas City, also raised 
his voice in favor of the McFadden bill 
without the Hull amendments which he de- 
nounced as unfair and un-American. He 
urged the delegates not to be frightened by 
impending or attempted 
monopoly of banking by a few large banks. 
Melvin A. Traylor, who was elected presi- 
dent of the American Bankers Association at 
Los Angeles, made one of the most forceful 
arguments of the meeting in support of the 
committee resolution. He stated that he 
was authoritatively privileged to make 
known that the U. S. Treasury believes that 
insistence upon the Hull amendments will 
prevent the passage of any bank legislation 
in the present Congress; that the extension 
of the Federal Reserve charter is of infinitely 


the fiction of an 


more importance to American finance and to 


present and future financial stability. He 
said : 
“This American Bankers Association Can- 


not afford to stand committed to matters of 
expediency at the principle, at 
the sacrifice of conscience, and at the sacri 
fice of their honest judgment which tells 
them that right should and must prevail and 
that in matters of this kind the state legis 
lature should be the judge of the character 
and kind of banking that it 


sacrifice of 


should have and 
that all banks should not only be subject to 
the rules of suing and being sued, of pay 
ing taxes and giving up profits, but that it 
competing 
on an equal basis with the others. I believe 
that this tonight 
much a question of whether it is 
banking or anti-branch 
one of whether it 
tion clear-cut 


should also have the privilege of 


Association faces not so 
favoring 
branch banking as 


it does favors a declara 
and clean in favor of the old 
American principle of equal jus 
tice to all and special privileges to none.” 

Otis Wingo of Arkansas, 
member of the House Banking and Currency 
Committee, next in behalf 


of the amendments 


fashioned 
Congressman 


entered the arena 


proponents of the Hull 
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ECURITY SAVINGS and 
TRUST COMPANY of 
Portland, Oregon, estab- 
lished in 1890 and afhliated 
with The First National 
Bank of Portland, offers a 


substantial and exacting 


service in all trust matters, 
combined with a commercial 
banking department. 





President Wells called for a vote on the 
resolution which was adopted by a vote of 
115 against 268. The meeting then adjourned. 


POWER OF AN INSURED TO CONTROL 
THE PROCEEDS OF HIS POLICIES 
Guy B. Horton, attorney of the National 
Life Insurance Company of Montpelier, Vt., 
is the author of a volume 
discussing “Power of an Insured to Control 
the Proceeds of His Policies.’ The subject 
is one of practical interest to corporate fidu 


newly published 


ciaries as well as life insurance people, owing 
to the questions of law and effect of rules 
ugainst perpetuities that enter into the crea 
tion of life insurance trusts. 
based survey of 


The study is 


upon a several thousand 
notes collected by the author during the last 
six years in arranging settlement programs 


for policy holders and research in library of 


the Harvard Law School. The author also 
refers to discussions on the subject which 
have appeared in Trust COMPANIES Maga- 


zine. The gov- 
erning law, nature of relationship, length of 
time proceeds may be 


ing to 


various chapters cover the 


held and paid accord 
perpetuity or rule, 
restraints on limitations on 


remoteness 
alienation and 


accumulation. 
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FLORIDA TRUST SERVICE 


The efficient services of our thirteen-yeer-old Trust Department will 
merit our recommendation to your clients. 


Capital - - - 


Surplus and Undivided Profits - 


$100,000 
1,250,000 


FARMERS BANK AND TRUST COMPANY 


WEST PALM BEACH, FLORIDA 


F. A. GUTELIUS 
Vice-pres. and Cashier 


T. T. REESE, President 


S. D. MORRIS 
Vice-pres. and Trust Officer 


NATIONAL BANK DIVISION ENDORSES McFADDEN BILL WITHOUT 
THE HULL AMENDMENTS 


Officers elected for ensuing year: 


President: C. W. Carey, president 
National Bank, Wichita, Kan. 

Vice-president: E. A. Onthank, president 
Safety Fund National Bank, Fitchburg, Mass. 

Chairman Executive Committee: E. H. Sen- 


senich, president West Coast National Bank, 
Portiand, Oregon. 


First 


Members of Executive Committee: 

F. B. Washburn, president Mechanics Na- 
tional Bank, Worcester, Mass. 

R. F. McNally, vice-president 
Bank of Commerce, St. Louis, Mo. 


J. W. Barton, vice-president Metropolitan 
National Bank, Minneapolis, Minn. 


R. E. Harding, vice-president Fort Worth 
National Bank, Fort Worth, Texas. 


National 


The major portion of the annual meeting 
of the National Bank Division of the Ameri- 
can Bankers Association at Los Angeles was 
consumed in an animated debate on branch 
banking and in the presentation of argu- 
ments for and against advocacy of the Mc- 
Fadden bill with the Hull amendments. The 
debate was precipitated as soon as the Com- 
mittee on Resolutions, headed by Chairman 
H. H. McKee of Washington, D. C., 
duced a resolution, which 
proved by a vote of 159 against 35, and 
on motion was made unanimous. This reso- 
lution, which was also adopted at the spe 
cial session of the general convention, pro- 
vided for endorsement of the McFadden bill, 
including the provision for rechartering the 
Federal Reserve banks and defining branch 
banking limitations in lieu of the Hull 
amendments. 

Chairman McKee of the Resolutions Com- 
mittee was recognized by President W. C. 
Wilkinson, who presided over the meeting, in 


intro- 


was finally ap- 


order to explain the resolution and the pur- 
pose of the amendments. He said in part: 

“The proponents of the Hull amendments 
say that if this amendment is adopted, it 
will discourage the extension of statewide 
branch banking. I ask you what influence 
and power has been responsible for the set- 
ting up of branch banking in the 22 states? 
Obviously it is not the national banks be- 
cause they have no standing with state legis- 
latures on that matter. They have to go to 
Congress, and they have gone to Congress 
only because the state banks in 22 states 
have fostered branch banking laws and they 
feel the competition of state banks that have 
branches and they are 
that relief. 

“Therefore, I deny that this Hull amend- 
ment will achieve the purpose its proponents 
state it will achieve. On the other hand, 
if the Hull amendments are passed, and na- 
tional banks find in a that does not 
authorize branch that the state 
branch banking 
law and that they will not be permitted to 
take advantage of it, as national banks, they 
will surrender their national charters, be- 
come state banks to enjoy the privilege as 
state banks that denied them as na- 
tional banks. Therefore, I deny the asser- 
tion that the Hull amendment will prevent 
the extension of statewide branch banking.” 

The debate added zest when a 
substitute resolution was introduced by Gov- 
ernor Bailey of Kansas to commit the Divi- 
sion to the endorsement of the McFadden bill 
with the Hull amendments, which was lost 
by a vote of 41 in favor and 152 opposed. 

Vresident Wilkinson, in his address, eim- 
phasized the responsibilities that attend the 
expansion of banking activities and urged 
upon the members to have faith in the Fed- 


asking Congress for 


state 
banking 
banks succeed in passing a 


was 


acquired 





TRUST 


MUSKEGON 


TRUST COMPANY 
cA General Trust Business 


Capital, Surplus and Undivided 
Earnings $250,000.00 


MUSKEGON, MICHIGAN 


eral Reserve System and likewise to be alert 
to guard against proposed amendments that 
might defeat the purpose of the Reserve Sys- 
tem. He also described the legislative status 
of the McFadden bill in Congress. He gave 
it as his personal opinion that bankers should 
endorse the McFadden bill, as reported by 
the Senate, which recognizes the right of a 
state to say whether or not it will permit 
branch banking within its borders. 

There were two set addresses before the 
National Bank Division. W. W. Woodson, 
president of the First National Bank of Waco, 
Texas, spoke on “Relations with Clients,” 
in which he dwelt upon the necessity of dis- 
criminating between profitable and unprofit- 
able accounts, between desirable and unde- 
sirable agricultural loans, the establishment 
of satisfactory relations with bank corre- 
spondents and approved procedure in mak- 
ing commercial loans. Another address was 
by P. D. Houston, president of the American 
National Bank of Nashville, Tenn., who 
spoke on “Bond Departments and Invest- 
ments,” giving some very practical advice to 
banks which have inaugurated bond depart- 
ments and investment service. With the elec- 
tion of officers the meeting adjourned. 


The Supreme Court of the United States 
will shortly pass upon the validity of the 
Wisconsin inheritance tax law, based upon 
an appeal from the judgment of the Su- 
preme Court of Wisconsin and brought on 
the ground that the law is in violation of the 
fourteenth amendment of the Constitution 
and depriving the beneficiaries of estates 
and the executors of property without due 
process of law and equal protection. 

George F. Rand, president of the Marine 
Trust Company of Buffalo, N. Y., received 
the highest honor within the gift of masonry 
in North America when the Scottish Rite 
Conclave in Buffalo recently conferred upon 
him the 33d degree. 
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CALIFORNIA’S LARGEST 
NATIONAL BANK 


MERCHANTS 
NATIONAL 


TRUST and SAVINGS 


BANK 


of LOS ANGELES 


cA Consolidation of 
HELLMAN COMMERCIAL 


TRUST and SAVINGS BANK 
and 


THE MERCHANTS 
NATIONAL BANK 
of Los Angeles 


RESOURCES MORE THAN 
$130,000,000 


Complete Trust 


Service 
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CALIFORNIA TRUST COMPANY 


629 South Spring Street, Los Angeles, California 
Stock owned by 


CALIFORNIA BANK 


With Resources over 


$85,000,000 


We Transact A Trust Business Exclusively 


Banks, Trust Companies and Corporations desir- 
ing fiduciary representation or service in this City 


are invited to communicate with us. 


Prompt and Efficient Service Rendered 





STATE BANKING DIVISION DEMANDS HIGH STANDARDS AND GREATER 
EFFICIENCY IN BANK MANAGEMENT 


Officers elected for ensuing year: 

President: Guy Bowerman, president Fre- 
mont County Bank, Sugar City, Idaho. 

Vice-president: M. H. Malott, president 
Citizens Bank, Abilene, Kansas. 


Members Executive Committee: 

M. P. Beebe, Epswich, South Dakota. 

ae % Andrew, Ottumwa, lowa. 

The controversy over branch banking at 
the Los Angeles convention of the American 
Bankers Association was precipitated by the 
State Bank Division which held its meeting 
on the day preceding the opening of the con- 
clave by the main body. The issue was pre- 
sented in the form of a committee resolution 
which called upon the Division to endorse 
the McFadden bill without the Hull amend- 
ment, owing to the apparent impossibility of 
securing agreement in Congress without the 
deletion of these provisions. The resolution, 
which was lost by an overwhelming vote, 
read in substance as follows: 


*““WHEREAS: The passage of the McFadden 
Bill without the Hull amendments will regu- 
late branch banking in cities where now 
permitted by state law and prohibit the ex- 
tension of branch banking by member banks 
beyond city limits, even in the states the 
future growth of statewide branch banking, 
which during the period of our urging the 
McFadden bill with the Hull amendments has 
been continuously increasing and will con- 
tinue to increase unless the decisive action 
embodied in the McFadden Bill be taken 
without further delay, thereby insuring the 
integrity of the National Bank System and 
the Federal Reserve System, which is of para- 
mount importance to all state banks, and 

“WHEREAS: The passage of the McFad- 
den Bill without the Hull amendments is an 
equitable solution of this troublesome prob- 
lem, therefore be it 


“RESOLVED, That the State Bank Divi- 
sion favors the passage of the McFadden Bill 
with the Hull amendments eliminated and pe- 
titions the Executive Council to include in 
its report to the General Convention of the 
Association a copy of this resolution and a 
recommendation that the said convention 
adopt a resolution in accordance therewith, 
and directing the executive officers and fed- 
eral legislative committee of the association 
to present such resolution to the members of 
both houses of Congress, and urge the pas- 
sage in the coming session of Congress of 
the McFadden Bill without the Hull amend- 
ments, but including the recharter provision 
of the Federal Reserve Act.” 

Proponents of the resolution on the floor 
were the chairman of the meeting, Peter 
Gobel, of the Commercial State Bank of 
Kansas City, the father of the resolution; 
Mr. Puelicher and Charles A. Hinsch, Jr. of 
the Fifty-third National Bank of Cincinnati. 

Representative Otis Wingo of Arkansas, 
a member of the Currency and Banking Com- 
mittee of the House of Representatives, and 
W. H. Doyle of the State Bank of Plattes- 
ville, Wis., led the opposition. 

Although the perennial question of branch 
banking was of absorbing interest, the State 
Bankers Division found time to listen to a 
number of excellent addresses and to discuss 
constructive problems dealing with banking 
conduct, better supervision, elimination of 
unprofitable business and the institution of 
service charges. One of the most valuable 
addresses presented at Los Angeles was that 
by Craig B. Hazlewood, vice-president of the 
Union Trust Company of Chicago on “Better 
Banking,” the substance of which appears 
elsewhere in this issue of Trust CoMPANIES. 
Dr. Walter F. Dexter, president of Whittier 
College of California described. “The Three 
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oa 
A Trust Company 


having intimate knowl- 
edge of this inter-moun- 
tain country and a will- 
ingness to serve those 
who will develop it. 
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COLUMBIA 
TRUST COMPANY 


SALT LAKE CITY, UTAH 


FRANK B. Cook, President 





Member Federal Reserve System 








C’s of Success in Business.” S. J. High, 
president of the Peoples Bank & Trust Com- 
pany of Tupelo, Miss., discussed “Agricul- 
tural Problems;’”’ M. H. Malott of the Citi- 
zens Bank of Abilene, Kan., gave an instruc- 
tive talk on “Credit Files in the Country 
Bank; Dan Y. Stephens, president of the 
Fremont State Bank of Fremont, Neb., 
traced the benefits and increasing observance 





of “Service Charges” and Bank Commissioner o> ore took the busi- 
Roy L. Bone of Nebraska, discussed “Some 

Problems of a Bank Commissioner.” With ness to The Cleveland 
the installation of new officers the meeting Trust Company—bond 


adjourned. ; 
issue, transfer agency, 
! and our general account. 

An American Legion Savings Club has : 1 

been started at the National Newark & I've never found finer co- 

Essex Banking Company of Newark, N. J operation at any bank.” 

The object of the club is to encourage mem- 

bers of the Legion to save weekly for the 

trip to the annual convention in Paris in 

September, 1927. 
Plans to consolidate the Northwestern 

Trust & Savings Bank and the Home Bank 

& Trust Company, two of the largest banks 

on Chicago’s northwest side, have been an- 

nounced. The merger will produce a bank 

with capital of $2,000,000, and deposits of £ 

nearly $30,000,000. 
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Gjuarantee 
Trust & Safe Deposit Co 


316-318-320 Chestnut St. 1415 Chestnut St. 9 South 52nd St. 
PHILADELPHIA 


Statement at Close of Business, Sept. 27, 1926 


ASSETS LIABILITIES 
Cash on hand and deposited 30,6 
Legal Rese: 


rve Securities 


Time loans upon collateral 945,771. 

Commercial paper and acceptances, etc. 301,929.39 | De oeaie 12,269,858.81 
Bonds and stoc Interest payable to de 95,794.68 
a pe and mandamuses 144. Letters of credit issu 38,465.00 
Banking offices . Miscellaneous liabilities 15,430.91 
Other real estate 1053. 

Vaults and equipment 

Accrued interest 

Customers’ liability on letters of credit. 00 | 

Miscellaneous assets 72.877 .87 


$14,658 ,933.31 $14,658,933.31 


Trust Funds and Investments separate and apart 
from the assets of the Company $25,359,842.75 


HERBERT W. GOODALL, JESSE 8S. SHEPARD HOWARD E. YOUNG, 
President Vice-President Treasurer 
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A Serious Careful management of property in 


trust includes adequate insurance 
Responsibility against disaster. 


Property Value Insurance alone is 
not adequate insurance. It is impor- 
tant but it does not pay for the after 
effects of fire . . . loss of rents .. . 
interrupted income . . . loss of profits 
from the business. Rental, Use and 
Occupancy, or Business Interruption 
Insurance does this and no protection 
plan is complete without it. 
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The Louisville Trust Company 


LOUISVILLE, KY. 
Is thoroughly equipped to handle all business pertaining to Trusts, Banking, Real Estate, Collections, etc. 
Your Business Is Solicited 











OFFICERS: 
FOGM BOS soins ic ctnrdetkedis died President 
JOHN B. PIRTLE...............++..V ice-President RS Se Assistant Secretary 
PMGEERBAT GOAV coccocccscesccceve Vice-President JOHN J. WICKSTEAD........... Assistant Secretary 
R. RHODES BOSWELL..............Vice-President EDWARD HINKLE..............Asststant Secretary 
SNE BEd ob wine e' seed eaeees Vice-President BE SN vo 6c Svcs ccevcéecatsacrs Auditor 
SE a a nue we no he wis Odcu ae oe Treasurer JOHN KESSELRING......... Supt. Real Estate Dept. 


EpGaR B. HAWES......... nvsscouseraay CHARLES SPEED.......... Superintendent of Vaults 


A. R. Furnisn, Manager, New Business Department 
Nora Kircu, Manager Women’s Department 





SEGREGATION OF SAVINGS DEPOSITS URGED AT ANNUAL MEET- 
ING OF SAVINGS BANK DIVISION, A. B. A. 


Officers elected for ensuing year: 


of great import. If at such times the sav- 


’ President: W. R. Morehouse, vice-president 
Security Trust & Savings Bank, Los Angeles, 
Cal. 

Vice-President: George L. Woodward, 
treasurer, Southern Norwalk Savings Bank, 


Norwalk, Conn. 
Members Executive Committee: 
L. Howard Moran, vice-president American 


Security & Trust Company, Washington, 
om < 


Austin McLanahan, president Savings Bank 
of Baltimore, Baltimore, Md. 

A. C. Robinson, president, Peoples Sav- 
ings & Trust Company, Pittsburgh, Pa. 

R. C. Van Denberg, vice-president Savings 
Bank of Utica, Utica, N. Y. 

“Never was there greater need of enlight- 
ened and courageous leadership among sav- 
ings bankers. The conviction that the phrase 
‘We are living too fast,’ which is now heard 
on every hand is no idle jest, is daily fore- 
ing itself upon us.” 

This sentiment expressed in the address 
of Thomas F. Wallace, as president of the 
Savings Bank Division, voiced the prevailing 
thought at the annual meeting of the savings 
bankers at Los Angeles. Mr. Wallace traced 
the growth of savings and the tremendous 
increase in wealth in the United States, with 
a gain in per capita wealth during the past 
five years from $2,819 to $4,406. Likewise 
life insurance during the past five years in- 
creased 50 per cent over all the accumula- 
tion in the history of life insurance in this 
country. 

“Our prosperity is far from even,” con- 
tinued President Wallace, “the volume of 
trade is enormous, but in this volume busi- 
nesses which administer to luxuries rank 
high, while the necessities take second place. 
A time of real adjustment is inevitable and 
with it all come political and social changes 


ings of our great middle class are preserved 
and made secure the shock of readjustment 
will be greatly minimized and the evils it 
produces largely overcome.” 

President Wallace advocated legislation in 
the various states as well as for national 
banks requiring segregation of savings de- 
posits; fair methods of computing interest; 
investment service for employment of sur- 
plus savings and the consideration of some 
legislative protection against deflation in the 
value of currency. 





W. R. MOREHOUSE 


Vice-President, Security Trust and Savings Bank, Los 
Angeles, Cal. 
















RESOLUTIONS ADOPTED BY SAVINGS 
BANK DIVISION 

The following resolutions were submitted 
and adopted by the Savings Bank Division: 

“1. We believe that the real estate mort- 
gage, when properly amortized, should con- 
stitute a larger proportion of investment of 
savings deposits. 

“2. Where real estate mortgages are made 
the basis of bond issues, the serial amortiza- 
tion of principal should be promptly liqui- 
dated at maturity and canceled of record, in 
order to maintain and preserve the equity of 
the bondholder. 

“3. To remove the unjust discrimination 
existing against savings depositors in banks, 
the same exemption from Federal Income 
Tax now enjoyed by stockholders and de- 
positors in building and loan associations, 
should be granted by Congress to such sav- 
ings depositors in banks.” 

Two interesting features were staged at 
the anual meeting. One was a playlet en- 
titled “A Thrift Project” in which the faculty 
and student body of the Thomas A. Edison 
Junior High School of Los Angeles, partici- 
pated. The other feature was an oratorical 
contest on “The Value of a Savings Account,” 
in which the speakers were selected members 
of the Los Angeles Chapter, A. I. B. The 
winning paper, was presented by H. W. 
Runkle. Another instructive feature was an 
address on “How Savings Depositors and 
Bankers May Prosper,” by B. C. Forbes, edi- 
tor of Forbes’ Magazine. Announcement was 
made by the president that regional savings 
conferences will be held during the coming 
year at Oakland, Cal.; St. Louis, Mo., and 
at Washington, D. C. The meeting came to 
a close with the election and installation of 
officers. 





The Bankers Trust Company of Detroit 
has increased its capital from $500,000 to 
$1,000,000. Its surplus is now $500,000. The 
company has experienced exceptional growth. 
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THE STATE [TRUST COMPANY 
AT PLAINFIELD, NEW JERSEY 


Will welcome the opportunity to handle your 


banking commissions in Plainfield and vicinity. 





NEW HEAD OF SAVINGS BANK DIVISION 

William Russell Morehouse, who was elect- 
ed president of the Savings Bank Division 
of the American Bankers Association at the 
recent Los Angeles convention, is a vice-presi- 
dent of the Security Trust and Savings Bank 
of Los Angeles. He was born February 10, 
1879, at Falmouth, Mich. He attended high 
school, went to college for two years and 
also took special courses in commercial law, 
assaying, psychology and other subjects. He 
began his banking career with the former 
German American Savings Bank in Los An- 
geles and later became cashier of the Guar- 
anty Trust and Savings Bank, also of that 
city. 

Mr. Morehouse has written numerous books 
on banking some of the titles of which are: 
“Banking Deposit Building,” “Bank Letters.” 
“Bank Window Display Advertising,” “Bank- 
ers’ Guide Book,” which has been used by 
22,000 banks; “The New Bankers’ Guide 
Book,” “How to Succeed in the Bank,” and 
“Written Examinations for Bank Employees.” 
Some of these books have been translated 
into three languages. 





LESTER BIGELOW ELECTED VICE- 
PRESIDENT 

At the last quarterly meeting of the board 
of directors of the Minneapolis Trust Com- 
pany, Lester Bigelow, formerly bond officer 
of the company, was elected a vice-president. 
Mr. Bigelow entered the employ of Minne- 
apolis Trust Company in May, 1920, as a 
member of the bond department. In June, 
1922, he was made sales manager of the 
same department, and in May, 1924, was 
elected bond officer of the company, which 
position he has occupied until today. 

Mr. Bigelow’s new duties will be to assist 
R. W. Webb, president of the company. Mr. 
Bigelow will be succeeded as bond officer by 
Henry E. Atwood, who since January, 1926, 
has been assistant bond officer. 
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MoRRISTOWN TRUST COMPANY 


MORRISTOWN, 


CAPITAL 


$800,000 


NEW JERSEY 


SURPLUS AND PROFITS 
$1,000,000 


PAYS INTEREST ON CHEQUE AND TIME ACCOUNTS 


EXECUTES TRUSTS 


SETTLES ESTATES 


SAFE DEPOSIT AND STORAGE VAULTS 





EXCELLENT PROGRAM PRESENTED AT ANNUAL MEETING OF 
THE CLEARING HOUSE SECTION 


Officers elected for ensuing year: 


President: John R. Downing, vice-presi- 
dent Citizens Union National Bank, Louis- 
ville, Ky. 

Vice-President: O. Howard Wolfe, cashier 
Philadelphia-Girard National Bank, Philadel- 
phia. 

From the standpoint of practical and in- 
structive discussion the annual meeting of 
the Clearing House Section was the most 
valuable session at the Los Angeles conven- 
tion of the American Bankers Association, 
not even excepting the proceedings of the 
parent association. Whereas the national 
and state bankers, at their respective divi- 
sion meetings, were chiefly embroiled in 
branch banking controversy, the Clearing 
House Section gave undivided attention to 
problems which are of vital and major con- 
cern to all bankers. 

In his address as retiring president, Alex- 
ander Dunbar, vice-president of the Bank of 
Pittsburgh, N. A., of Pittsburgh, briefly 
sketched the activities of the Section, and in 
the course of his remarks directed attention 
to the dangers of overexpansion of bank 
credit and the proper function of installment 
credit. He said in part: 


The Banker and Installment Buying 


“T submit that it is one of the first duties 
of the bankers of America to cooperate in 
regulating with wisdom the pronounced ten- 
dency of the people of America to use un- 
wisely the abundant credit which is now 
available. I refer to the enormous volume 
of ‘unwise’ partial payment buying. There 
is definite and proper use for partial pay- 
ment buying in many directions—for the 
purchase of homes, the outfitting of homes, 
the buying of mechanical devices which pay 
their way and the purchase of necessities 


which contribute to the permanent welfare 
and happiness of our people. I can see only 
trouble ahead if the increasing tide of credit 
extension is not definitely checked against 
the purchase of luxuries, which not only dis- 
counts earning capacity for long periods in 
advance, but imperils the moral fabric of 
the nation by pandering unjustified appe- 
tites and standards on a false basis. 

“T contend that if disaster, in any aspect, 
overtakes the people of America for their 





O. Howarp WOLFE 


Cashier, Philadelphia-Girard National Bank, Philadelphia, 
elected Vice-President of the Clearing House Section 
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Passaic National Bank and Trust Company 
PASSAIC, N. J. 


Capital, Surplus andProfits . 


Resources .. : 


$3,600,000.00 
28,000,000.00 


Banking and Trust business of Individuals and corporations solicited. 
Ample capital and resources guarantee good service. 


folly in overpurchasing on the time pay- 
ment plan, the fault will largely be at the 
door of us bankers. We hold the key to the 
credit situation, for the bulk of time pay- 
ment paper must ultimately rest in our port- 
folios, in some form or other. The danger 
is not in the use but the overuse of the 
practice.” 

The committee on resolutions 
the following suggestions: 

First. The standardization of checks. Cer- 
tainly the Section and its members must give 
earnest support to a movement which has 
for its purpose economy and convenience, 
not only for the members, but also for the 
general public and we urge your careful 
study of the booklets published on this sub- 
ject. 

Second. Bank economies and bank eco- 
nomics are kindred subjects and the former 
as one of the questions for discussion today 
directs attention to other lines of Clearing 
House Section activities, including the re- 
lated topics of analysis of accounts, budget 
of expenses, interest payments, service 
charges, etc., strict and intelligent attention 
to which is the duty of the members and 
carries with same, substantial help to the 
profit account. This committee desires to 
give special emphasis to the service charge 
subject. It is quite evident that no mistake 
has been made in the endeavor to encourage 
the adoption of the service charge in han- 
dling certain classes of accounts. We, there- 
fore, earnestly commend the movement and, 
in connection with same, urge the considera- 
tion of more uniform rules of charges gov- 
erning the application of the method. 

It is again our duty to refer in no uncer- 
tain terms to bank examination and credit 
bureaus so essential to good banking. Clear- 
ing House Associations not at this time hav- 
ing such departments and bureaus in opera- 
tion are urged to adopt same. It is also re- 


submitted 


garded as essential to use every endeavor to 
increase the number of Clearing House As- 
sociations in the country, a form of organi- 
zation which is adaptable to any town with 
two or more banks, regardless of population. 

Reference is made to the subject of bank 
protection, especially in these days of hold- 
ups, banditry, etc. We earnestly recom- 
mend Clearing House Associations to pro- 
vide for special conferences of their mem- 
bers for the purpose of adopting methods 
that will better protect payrolls, prevent 
holdups, and insure the speedy arrest and 
conviction of guilty parties. 

The addresses before the Clearing House 
Section were productive of valuable discus- 
sion. J. Dabney Day, president of the Citi- 
zens National Bank of Los Angeles dwelt 
on “Some Problems of Banking Today,” in 
which he called attention to the increasing 
cost of conducting banking business, the im- 
portant new elements in installment buying 
and the preservation of the Federal Reserve 
System. Another fine address was that on 
“The Useful Dollar,” by Vice-president Paul 
Shoup of the Southern Pacific Company. The 
address on “Interest on Deposits,” by R. S. 
Hawes, vice-president of the First Nationa! 
Bank of St. Louis, appears elsewhere in this 
issue of Trust Companies. “Some Bank 
Economies,” stressing analysis of accounts 
and budgeting, was the subject of a paper 
by H. Y. Lemon, vice-president of the Com- 
merce Trust Company of Kansas City. An 
appeal for standardization of checks and the 
progress made in that direction, was the sub- 
stance of a paper by R. M. Hudson, chief of 
the division of simplified practice of the 
United States Department of Commerce. 
“Bank Auditors,” was the theme of an ad- 
dress by R. H. Brunkhorst, auditor of the 
Harris Trust & Savings Bank of Chicago, 
in which he described the objects and work 
of the asscciation of bank auditors. 
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Our Service to Correspondents 


WE offer complete service to Banks, Trust Com- 
panies, Corporations or Individuals having busi- 
ness in the great Pittsburgh district. 


Commercial, investment or fiduciary clients will find 
at their disposal an unusually competent organization 
thoroughly imbued with the spirit of co-operation and 


constructive service. 


Interest Paid on Deposits 


PITTSBURG TRUST COMPANY 


PITTSBURGH, PENNSYLVANIA 


MEMBER FEDERAL RESERVE SYSTEM 


Capital, Surplus and Undivided Profits, $4,600,000 

















STATE SECRETARIES SECTION CONSIDERS MEASURES OF 
PROTECTION AGAINST BANK CRIMES 


Officers elected for ensuing year: 

President: Harry G. Smith, Kentucky. 

First Vice-President: Wm. A. Philpot, Jr., 
Texas. 

Second Vice-President: 


lowa. 


Frank Warner, 


The State Secretaries Section of the Ameri- 
ean Bankers Association is making effective 
headway against bank crimes and criminals 
by means of cooperation, vigilant organiza- 
tions and other protective agencies. James 
A. Baum, manager of the protective depart- 
ment of the American Bankers Association 
testified to the fact that most of the reduc- 
tion in bank crimes during the last year was 
attributable to the states where the vigi- 
lante system has been put in operation. He 
also commended the organization of the state 
bureaus of criminal identification and in- 
vestigation. 

Speaking on “The Rising Cost of Doing 
Business and Its Correction,” Peter W. Goe- 
bel, president of the Liberty National Bank 
of Kansas City, said: “I do not believe I 
make an overstatement when I say that at 


least 35 per cent of the checking accounts re- 
sult in a loss to the bank. A checking ac- 
count was formerly an indication of merit. 
It is so no longer on account of the- great 
number of checks that have to be returned. 
Banks have also added enormously to their 
service in the way of collections. Under this 
head the installment notes that are left 
with us for collection and on which we 
charge no fee or an inadequate fee, entail 
a very large amount of labor, besides en- 
tailing a great responsibility in case our em- 
ployee, handling the collection, makes an 
error. Another item is the safekeeping of 
securities which has increased enormously.” 

Other addresses before the State Secre- 
taries Section were: “County Unit Credit 
Bureaus,” by M. A. Graettinger of Illinois, 
and “County Unit Protective Plan” by Forba 
MeDaniel of Indiana. An interesting part 
of the program was the graphic survey of 
current conditions in Europe by Frank J. 
Wikoff of Oklahoma City. Eugene P. Gum, 
of Oklahoma, presided at the meeting as re- 
tiring president of the Section. 
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FIDELITY- PHILADELPHIA 
TRUST COMPANY 


A consolidation of the Fidelity Trust Company 


and the Philadelphia Trust Company 
—effected July 8, 1926 


Capital - - - $6,700,000 
Surplus - - - - 21,000,000 
Trust Funds- -  - 615,000,000 


WILLIAM P. GEST 
Chairman of the Board 


HENRY G. BRENGLE 
President 


DIRECTORS 


Wm. P. Gest Samuel T. Bodine Charles Day 

E. T. Stotesbury A. G. Rosengarten Thomas D. M. Cardeza 
E. W. Clark J. C. Neff William A. Law 

John S. Jenks Ledyard Heckscher ge ene 

Levi L. Rue Arthur H. Lea E; , B P 

Morris R. Bockius Benjamin Rush arl b. Putnam 

W. W. Atterbury Sidney F. Tyler Robert K. Cassatt 
Samuel M. Vauclain J. Howell Cummings Lammot du Pont 

J. Franklin McFadden Henry G. Brengle J. D. Winsor, Jr. 
Thomas S. Gates Joseph E. Widener L. H. Kinnard 


325 Chestnut Street 1431 Chestnut Street 
415 Chestnut Street Broad and Chestnut Sts. 
6324 Woodland Avenue 


PHILADELPHIA 
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PURPOSE OF NEWLY ORGANIZED TRUST DEVELOPMENT 
DIVISION OF THE FINANCIAL ADVERTISERS’ 
ASSOCIATION 


TO SERVE AS A CLEARING HOUSE OF INFORMATION AND TO CULTIVATE 
APPROVED STANDARDS 





(Eprror’s NoTe: 


The organization of a Trust Development Division at the recent 


annual convention of the Financial Advertisers Association represents an important and 


commendable step. 


The primary object is to enable those engaged in the solicitation and 


development of trust department business to exchange information and to bring about 


the most effective methods.) 

ITHIN the recollection of the pres- 
ent generation the 
felt that in his 


average banker 
relations with his 
customers he conferring a favor upon 
them. In fact, as one speaker at the recent 
Financial Advertisers 


was 


meeting 
said, there was a time not so long ago when 
a depositor paid the bank a fee for safely 
keeping his funds. Later there came the 
realization that people must be told of the 
various services offered by the modern bank 
and the first step in this direction was the 
inserting of brief cards in local papers. 


Association 


The next step was, naturally, the prepara 
tion of advertising campaigns, including the 
multitude of advertising media such as news- 
papers, magazines, billboards, booklets, ete 
which had been fully developed 
the competent pressure of enter- 
prises. The next ventured upon 
the sending out of representatives to 
upon prospects for the 
the bank. It was thought proper to use such 
representatives to garner commercial ac- 
counts, savings accounts, ete., long before it 
was thought ethical to use them to develop 
trust 


etc., under 
business 
step was 
eall 


various services of 


business. 


Problems of Trust Development 

It is only within the last few years that 
many progressive trust companies have sent 
out representatives from their trust depart- 
ments specially trained to secure trust busi- 
ness and that alone. At the present time 
there are, at a conservative estimate, 250 
persons who devote all, or a major portion, 
of their efforts in securing new trust busi- 
ness for their respective institutions. This 
growth in trust development methods has 
been so sudden that those engaged in it have 


been forced to work without any precedent, 
and in most cases independently. 

Spurred on by competition and assisted 
and encouraged by their own executive offi- 
cers who are anxious to secure their share 
of business from this rich and yet undevel- 
oped trust field, trust development men have 
been struggling to develop the most effective 
methods and who have found it pos- 
sible to do so have as they entered the trust 
development field sought the aid of those 
already engaged in trust development work 
in an effort to adopt methods used by them 
to their own situation. 


those 


Sentiment Unanimous for Closer Cooperation 

The advertising men of the financial in- 
stitutions of the country have for some time 
met under the wgis of the Financial Adver- 
Association to their mutual 
problems and share with one another their 
solution. The commercial banking men and 


tisers discuss 


safe deposit men have also associated to- 
gether for mutual help. But to date, there 


has not been any occasion which trust de- 
velopment men exclusively have met to as- 
sist one another in like manner. 

Some months there came out of the 
West Oliver C. Neibel of the Commerce Trust 
Company of Kansas City, Mo., who is en- 
gaged in trust development work for that 
institution. While in Cleveland he talked 
with the trust development men there, in- 
cluding Messrs. Young, Izant, Herrick and 
Laferty, and to them broached the idea that 
some sort of an organization for trust de- 
velopment men exclusively would be of very 
material assistance to all and especially to 
the trust development man who is just be- 
ginning his work, or to the institution which 


ago 
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was just entering the trust field. After 
leaving Cleveland Mr. Neibel journeyed east- 
ward calling upon the banks in the eastern 
centers, and everywhere reports that he 
found a strong sentiment for the thing which 
he proposed. 

In order to ascertain the sentiment from 
a representative group of trust development 
men a call was issued to them, inviting them 
to meet in Detroit on September 21st during 
the sessions of the Financial Advertisers As- 
sociation for the purpose of talking over 
this new development. The assembled group 
was almost unanimous in declaring that an 
organization of trust development men 
should be formed and appointed a committee 
to consider the matter further and take such 
steps as were necessary to bring it into being. 

After carefully surveying all the possibili- 
ties, this committee suggested to the Finan- 
cial Advertisers Association then in session, 
that there be formed a Trust Development 
Division of that Association, which division 
was to be a clearing house of information 
concerning trust development methods and 
to afford a forum for a discussion of the 
methods. 
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Needs Bank Cooperation 


Resources Over Fifty Million Dollars 


FipEwiry Trust COMPANY 
of NewYork 
















Business Fluctuation 


The amount of a_ customer’s 
business—whether it is a matter of 
millions, thousands or hundreds— 
does not determine the amount of 
attention he receives. 

We have one policy governing all 
financial cooperation with our cus- 
tomers and that is to place at his 
service experienced Senior Execu- 
tives—specialists trained for every 
conceivable problem that may con- 
front the banker. 


Member of Federal Reserve System 


Equitable Building 








All persons engaged in trust development 
work who devote all, or a major portion, of 
their efforts to it are invited to associate 
themselves wtih this Trust Development Di- 
vision and for further information are in- 
vited to correspond with Oliver C. Neibel of 
the Commerce Trust Company of Kansas 
City, Mo., chairman of the Executive Com- 
mittee of the Trust Development Division, 
Tracy Herrick, assistant vice-president of 
the Cleveland Trust Company, Cleveland, or 
Paul Laferty, The Union Trust Company. 
Cleveland, who are respectively vice-chair- 
man and secretary of the committee, 

> Be & 
BANKS ACQUIRE TRUST POWERS 

Permission to exercise trust powers has 
been granted by the Federal Reserve Board 
to the Pleasantville National Bank, Pleasant- 
ville, N. J.; Pacific Avenue National Bank, 
Atlantie City, N. J.: Hummelstown National 
Bank, Hummelstown, Pa.; National Union 
Bank, Reading, Pa.; Norwood National 
Bank, Norwood, Ohio; First National Bank, 
Monroe, N. C.; Rockingham National Bank, 
Harrisonburg, Va.; Cannelton National 
Bank, Cannelton, Ind. 








co 
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RAILROAD CONSOLIDATION MUST BE DETERMINED 
BY ECONOMIC AND FINANCIAL NECESSITIES 


COMPREHENSIVE PLAN ADVOCATED IN REPORT OF SPECIAL COMMITTEE OF 
THE AMERICAN BANKERS ASSOCIATION 


JOHN G. LONSDALE, Chairman 
President, National Bank of Commerce in St. Louis 








(Epiror’s Nore: A very timely and constructive piece of work was accomplished 
by the special committee of the Commerce and Marine Commission of the American 
Bankers Association in presenting its report on “Railroad Consolidation” at the recent 
Los Angeles convention. The conclusions as to the essentials to be observed in the 
nation-wide program of railroad consolidation, authorized by the consolidation provisions 
of the Transportation Act of 1920, deserve the united support of banking, business and 
commercial interests of the country and doubtless give accent to the expert judgment 
of rail executives. According to the committee report, national transportation is entering 
upon a@ new and greater era to keep pace with mass production and unified industrial 
growth, demanding intelligent consideration as to earnings and improved financing of 
railroad securities.) 


INCE the history of American progress comes the time when the railroads must 


parallels that of transportation, and resume their process of logical enlargement, 
in order to maintain the pace of this that the nation may keep step with its 
wouderous age, the railroads must be placed heritage of progress. Let us call it the era 


in better shape to attract capital. This of justifiable consolidation, or the adapta- 
committee has approached the problem of rail tion to our common carriers of America’s 
consolidation or unification as an economic effective principle of massed production; or 
rather than a _ political question, because more correctly, transportation is in evolution 


the ownership of the bonds or underlying toward massed distribution to care for the 
securities of the railroad systems is largely tremendous production developed by the uni- 
in the hands of savings banks and insurance fied industrial growth of this still young 
companies who, in turn, represent a legion nation. 

of many millions of policy holders,. depositors It is most apparent that logical consoli- 
and small investors; and because the distri- dations are not necessarily a grouping by 
bution of the channels of commerce antici- mere geographical lines, connecting dots on 
pated in rail consolidation is a mighty re a map, or even coordinating sections without 
sponsibility wherein one section of the nation regard to whether these particular groups 
should not gain at the advantage of another, would harmonize and make a living. Bring- 
but for the general betterment of the nation ; ing large properties together is a slow and 
and, further, the railroads are the greatest difficult process. After the financial anid 
single industry of the United States. legal phases have been accomplished, the 


physical adjustments are perhaps the most 
difficult. There are the rights of local com 
munities, the interest of labor, consideration 


Rail Evolution and Adjustments 
National transportation, now approaching 
the three-quarter century mark, is entering 
upon a new era. First, it was fostered in an 
epoch of public encouragement during which 


for things dear to precedent. In England 
many of these stumbling blocks have ap 
peared : and in order to eliminate them with 


time governmental grants and subsidies were aa Sie stigas see 
lidati out needless friction, it is taking a long 
many; the ‘i » CON: i Ss i gave P . . 
: oo ae Oe. at0n that ve time for the real economies to assert them- 
birth to the great systems of today, a process 


arrested by anti-trust legislation. Next came resis 

the period of regulation through the Inter Based on Natural Traffic 

State Commerce Commission, which, despite Nature and her products seem to be the 
many grievances, bore some beneficial re real key to the situation ; affiliation of routes 
sults. This control was followed by an endowed with a balanced proportion of raw 
interval of careful management, returning materials and manufactured products, or 


public confidence and better service. Now any balanced exchange that supplies both 
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ways traffic: the coordination of lines of 
reciprocal rather than identical needs, min 
imizing, through a diversity of traffic, the 
hazards of sectional or crop blights. Con- 
solidation then, should be considered from 
the standpoint of the natural flow of traffic, 
because no one railroad, nor any single rail- 
road system in existence at this time, can 
prosper on the traffic which both originates 
and ends on the rails of that system. Each 
system should be made so strong and‘ self- 
reliant as to be able to withstand the vicis- 
situdes resulting from all forms of depression. 

Unification brooks no disregard of economic 
laws, so that merging should be a deliberate, 
though delicate task. Any railroad gerry- 
mandering would interfere decidedly with 
our common prosperity. 


Public Pays for Mistakes 


Any one-sided relationship, or the unwise 
assumption by the strong roads of the bur- 
dens of the weak, only leads to the break- 
downs of credit in which the public must 
eventually foot the bill. In this connection 
it is estimated that there are some sixty 
to seventy thousand miles of railroad in 
the United States that cannot make a living. 
How much of this would enter into the uni- 
fication plan is at the discretion of the 
Interstate Commerce Commission. However, 
it is not hard to realize the natural reluc- 
tantcy of profitable railroads to tie up with 
unprofitable lines. Apply the same theory 
to any other business enterprise and the 
application hits close to home. Besides, the 
time when the abandonment of the truly 
unprofitable mileage of this country would 
be a community calamity has passed with the 
coming of the motor truck, and it is just 
as unwise and unsound for losing railroads 
to be maintained by the public, as for any 
form of business to be publicly subsidized. 


Community Interests Important 


Yet, this committee is deeply mindful of 
the fact that consolidation must be done 
in a way to be beneficial, at least not det- 
rimental to the communities served by the 
railroads, and if in the process of voluntary 
consolidation, important units are not in- 
cluded, then provision must be made to care 
for the worthy ones. 

But it was wrong alike with railroads, 
banks, grocery stores or shoe shops, or any 
business,. to saddle a strong unit with an 
undeniably weak one. If it is fully estab- 
lished that the road is a weak property, 
one of two things must eventually happen: 
If not able to earn operating expenses and 
taxes, it should be placed in the “Obser- 
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vation Ward” with the view that it might 
he necessary to have it taken up and aban 
doned: or, if not able to earn something over 
expenses, its capital obligation should be 
reasonably adjusted to its earning capacity. 

This latter especially ad 
visable where unification of the strong with 
the weak seems imperative to prevent hard 
ships to dependent communities. It would 
be unwise for such consolidations undertaken 
to avoid abandonment, to be effected on a 
basis of making good the improvident or 
unfortunate investments in the weaker road. 

The really profitable and logical small 
lines have a natural protection in a con- 
solidation program in that many of these 
short lines, with limited physical value. 
show substantial net incomes by reason of 
a profitable division of the through rate. 
Present law forbids duplication of facilities, 
so that in the event of unification, the owners 
of the small lines are apt to receive favor- 
able attention 


course is 


based on their income. 


Improve Rail Financing 

Desirable groupings of this sort would 
adjust the inequalities of earnings among 
carriers, simplifying immeasurably the now 
vexing problem of short-line financing. For, 
while under the transportation act these 
dependents can borrow from the Govern- 
ment surplus fund, the requirements are 
such that they could as well and as easily 
get the money from their bankers. 

The question of financial significance of 
that has naturally re- 
ceived much attention from this committee. 
Frankly, we have encountered from the 
public no general opposition to or demand 
for consolidation. In its present form, it 
is properly a matter of moment to rail ex- 
ecutives, stockholders, forward-looking busi 
ness men, economists, statesmen, and finan 
The shippers are not voicing their 
concern if they have any, for the practical 
ones can see Lo immediate rate amelioration 
and rail service is admittedly of such stand 
ard now as to cause them little anxiety. 


consolidation is one 


cers. 


But this deduction of supreme importance 


is patent: A more complete transportation 
system is necessary for the prosperity that 
is to be, and to this end capital must be 
attracted to railroad investment. 


Restore Railroad Progress 
One economist has pointed out that in 
1923 there were 14,400,000 corporate stock- 
holders in the United States, as compared 
with 4,400,000 in 1900. But this increased 
public ownership did not go into the vital 
industry of railroading, for the holders of 
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such stock ten years ago were 500,000 as 
compared with 800,000 Class 1 road secur- 
ity holders today. A pitiful increase by 
comparison to other utilities. 

It seems essential that the greatly im- 
proved credit of the railroads at present, 
so largely the result of efficient and econom- 
ical operation, should not be impaired, but 
still further strengthened by the financial 
methods to be employed in effecting con- 
solidations. In general, we believe that the 
Government, exercising such minute control 
of our common carriers cannot escape—though 
no such tendency is noted—the responsibility 
of affording to the owners of rail property 
the legitimate expectation of every com- 
mercial proposition, a fair return on its 
value; and if the moderate return of 5.75 
permitted but not guaranteed, which few 
roads have reached, is wholly inadequate 
to attract capital to the enterprise of trans- 
portation, adjustments should be made on 
he average of five-year instead of one-year 
periods. This, with the patent influence of 
consolidation diffusing the earnings in such 
a Way as to make a more even distribution 
of the revenue paid by the public for trans- 
portation, should restore much of the at- 
tractiveness of rail securities. 

Railroad executives and the Interstate 
Commerce Commission may be relied upon 
to protect the growing confidence of the in- 
vesting public by not increasing the ratio 
of debt to equity by sanctioning any unwise 
combination of ill-assorted elements. 


Clear Financial Basis 


All proposed natural consolidations so far 
have clearly and properly laid out the terms 
and financial arrangements upon which the 
consolidation was to be effected. Every such 
plan has provided for the issuance of capital 
securities (stocks or bonds) and the ex 
change of the new securities for the stocks 
and some or all of the bonds of the cor- 
porations to be merged. For the protection 
of the investing public, no other plan should 
be considered, for there cannot be a genuine 
plan of consolidation if the properties do 
not indicate the common denominator to 
which securities are to be reduced and the 
ratios on which the old and new securities 
are to be exchanged. 


The Certain Benefits 
The benefit most certainly to be counted 
upon is that of improved and more efficient 
transportation service. The advantages of 
coordination in train schedules, car supply. 
ete., of substitution in one-line hauls for two- 
line or three-line hauls, of the better dis- 
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tribution of fuel supply, of the more complete 
utilization of equipment and of terminals, 
elimination of switching, standardization 
of materials and concentration of purchases 
are obvious. There will undoubtedly be 
some substantial economies in the elimination 
of inter-line accounting, doing away with 
the wasteful forms of competition, in un- 
desirable duplication of capital expenditures 
and so on. But inasmuch as the great bulk 
of a railroad’s expense is the wages of labor 
and cost of materials and supplies, and 
knowing that rates must suffice to yield a 
fair return on the value of the property 
devoted to transportation—factors which can- 
not be materially changed by consolidation— 
this committee deprecates urging as a reason 
for unification that a material reduction of 
rates will folllow. 


Effect on Rate Policy 

There may be—although the promise seems 
remote—a better basis for a new national 
rate policy in a country of fewer but larger 
rail units. Custom and precedent seem to 
have given us our first rate fabric and its 
attendant conflict for advantage of section 
against section, industry against industry. 
Only through a fundamental revision would 
unification aid, because as now practiced, 
a much larger percentage of the tonnage is 
shipped on the commodity rates established 
for the development of various industries 
and sections than on the so-called classifica- 
tion rate basis. 

Consolidations should not be of such mag- 
nitude as to make it difficult for the system 
to be developed and operated by a single 
management. That roads can reach a point 
where size does not increase efficiency and 
economy of operation is shown by the general 
figures for 1922. As the size of the system 
increases, the ratio of expense of the central 
organization appears to decrease until the 
ratio of 2.50 per cent is reached. Past this 
point, regardless of the size, the reduction 
ceases. 

The limit of mileage successfully directed 
by one management may differ with the 
density of traffic, but experts generally point 
out that the units of consolidation should 
be large enough to effect economies possible 
in supervision and yet small enough to 
avoid overcentralization, loss of personality 
in management and inefficient forms of bu- 
reaucratic control. 


Compulsion Un-American 
Our conclusions against any form of com- 
pulsory consolidation can be easily substan- 
tiated. No one is more conscious than the 
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railroads themselves of the fact that they 
owe their corporate existence as public util- 
ities to the service rendered the public. Con- 
gress and legislatures admittedly have certain 
lawful control over them, but only so far and 
to such degree as they do not destroy or 
lessen the value of each individual prop- 
erties. In other words, they should not have 
the right to regulate these public utilities 
to the degree that they confiscate the prop- 
erty either in whole or in part. If such a 
condition can be forced upon railroads, then 
no other properties are exempt. 

Inasmuch therefore, as the Interstate Com- 
merce Commission, after years of effort have 
announced their inability to formulate a gen- 
eral plan of compulsory consolidation and 
the entire scheme of forcing business men to 
do something with their own capital that 
may be against their own best judgment, 
has been accepted as un-American, the repeal 
of this portion of the Transportation Act 
seems a popular and desirable course. 


Provide Adequate Machinery 
New enabling legislation is essential to cor- 
rect and supply a substitute for the dem- 
onstrated defects and shortcomings of the 
consolidation provisions of the ‘Transportation 


Act of 1920. Another oversight is the failure 
to provide adequate machinery, and to confer 
clearly corporate power upon the railroad 
corporations to carry out any authorized 
consolidation, or to carry on after effecting 
such consolidation. The charters of few 
railroad companies confer the necessary cor- 
porate power to consolidate. 

It is doubtful whether the linking of con- 
solidation to federal valuation is feasible. 
The provision of the present act is that the 
capitalization of the company formed by 
consolidation must not exceed the aggregate 
federal valuation of the combined properties. 
Thus consolidations will be delayed pending 
the valuation. In effect it compels the rail- 
roads to pay for the privilege of consolidation 
a price they are reluctant to pay, namely, 
the acceptance for all time of the correct- 
ness of the Government’s valuation. 

It seems advisable that Congress give 
some thought to a removal of these restric- 
tions, providing a legal approach to unifi- 
eation by corporate consolidations, through 
acquisition by one carrier of the physical 
properties of the other, or control of carriers 
through purchase of stock. 

Consolidation is not a new 


thing. The 


(Continued on page 561) 
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Cities Service Company 


Reports 


Some corporations report to their 
stockholders once a year, some re- 
port quarterly. Cities Service Com- 
pany mails a concise earnings state- 
ment toits stockholders every month. 
The Company has been doing this 
for 15 years. 

Cities Service Company’s state- 
ments show that its earnings have 
been steadily increasing for the last 
five years. The latest report (for 
August, 1926) shows net earnings of 
$1,772,000, an increase of 38.5% over 
August, 1925. 


Henr 
& 


GO WALL ST. 
BRANCHES IN 





12 Times a Year 


Securities of the Cities Service 
organization provide an opportunity 
for sharing in these unusually large 
and steadily increasing earnings. 
More than 235,000 investors, in- 
cluding trust companies, banks and 
insurance companies are listed as 
owners of these securities. 


We shall be glad to mail you a copy of 
the latest Cities Service Earnings State- 
ment and also our illustrated booklet 
20C-34 which tells the story of Cities 
Service and its 100 public utility and 
petroleum subsidiaries. 
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THE TREND IN COMMODITY PRICES 

The First Wisconsin National Bank of 
Milwaukee surveys the changes in commod- 
ity prices, in the current issue of its “Busi- 
ness and Financial Comment,” as follows: 

“Commodities are showing only a _ very 
slight tendency to rise. Advances in textiles, 
hides, non-ferrous metals, coal and coke and 
chemicals are about offset by declines in 
farm products, provisions and oils. Stabili- 
zation of prices at a point around 150 per 
cent of 1913 is about all that can be expected. 
This is about the average of commodity fluc- 
tuations during the past four years. Last 
year prices reached 160 per cent of the 1913 
level in July, August and September. Sut 
this year they have dropped back to 150. 
All groups for which the Bureau of Labor 
Statistics computes averages declined except 
fuels and building materials. The greatest 
drop was in farm products which fell from 
161.8 in July 1925 to 140.8 in July this year. 

“The gradual, persistent fall of prices in 
the past year indicates that there has been 
no inflation. However much the purchasing 
power and credit facilities of the consumer 
may have grown, the capacity of industry to 
supply his wants has grown as much or even 
more. Such a situation gives little encour- 
agement to speculation.” 


INTERCHANGE OF TRUST DEPARTMENT 
EXPERIENCE AND PRACTICE 

A so-called subscriber service has been 
inaugurated by R. R. Bixby, Inc., of New 
York, specialists in trust department opera- 
tions. The object of this service is to secure 
for the benefit of subscribers a frank inter- 
change of ideas and experiences based on 
actual facts relative to trust department poli- 
cies and practices which will be useful to 
the trust department executive in the con- 
duct of his own trust business. This sery- 
ice gives the trust executive his first oppor- 
tunity to secure definite facts on a broad 
scale from other departments similar to his 
own in size that face the same problems as 
he does. With the valuable data that will be 
shown in the symposium issued (to sub- 
scribers only) as a result of this service the 
future decisions of the trust department 
executive can be reached by being intelli- 
gently based on precedents established by the 
experiences of many others. The Bixby or- 
ganization furnishes the necessary machin- 
ery for conducting the service—merely act- 
ing as a clearing house for the subscribers. 

Another valuable and successful feature 
conducted by the Bixby organization is a 
correspondence study course on trust func- 
tions. 
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Complete Trust Department 


Title Insurance 
Escrows 


We solicit your 
referred business. 


Capital and Surplus 
over $500,000.00 


Title and Trust 
COMPANY 


TITLE AND TRUST BUILDING ~ PORTLAND 
OREGON 








DECADE OF SERVICE BY EDWIN BIRD 
WILSON, INCORPORATED 

The well-known financial advertising 
ungency of Edwin Bird Wilson, Incorporated, 
of New York, has completed ten years of 
service and during that period has estab- 
lished an enviable record in this field of ac- 
tivity. The agency was started in 1916 by 
Edwin Bird Wilson, who, for seven years 
prior to that date was advertising manager 
for the Bankers Trust Company and has had 
an éxperience of twenty-two years as a bank 
and trust company advertising specialist. The 
organization, under Mr. Wilson’s progressive 
direction, gradually expanded, so that it is 
today nation-wide with representatives in 
nearly all leading cities and serving banks 
and trust companies throughout the country. 
As stated in the tenth anniversary of the 
“Messenger” issued by the agency, the policy 
developed has been analogous to that of mod- 
ern trust company service, applying to bank 
and trust company advertising the principle 
of composite judgment and experience. 

Announcement is made by this agency of 
a newly completed “Wilson Plan for Produc- 
ing Insurance Trust Business,” the plan avail- 
able to one trust department in each city. 


FIFTH AND SPRING 


CITIZENS 


NATIONAL BAN 


LOS ANGELES 


IN THE CENTER OF BUSINESS ACTIVITY 


CITIZENS 


TRUST & SAVINGS BANK 
LOS ANGELES 

736 South Hill Street 308 SouthBroadway 

RANCHES THROUGHOUT LOS ANGELES 


INTERNATIONAL CONVENTION OF LIFE 
INSURANCE UNDERWRITERS 

The new economic and aspects 
of life insurance emphasized at the 
third international convention of Life Under- 
writers and the thirty-seventh 
vention of the National 
Underwriters, held September 
inclusive at Atlantic City. Trust company 
and bank officials direct interest in 
the proceedings of this convention because of 
the promising elements of cooperation in the 
ereation of life trust business, 
which was dwelt upon by a number of the 
sneakers in discussing estate conservation 
and the protection of life insurance proceeds 
Some splendid inspirational addresses were 
delivered, including those by Darwin P. King- 
sley, president of the New York Life Insur- 
ance Company on, “Life Insurance Is Light ;” 
by Julius H. Barnes on “Life Insurance and 
Economic Progress,” and by the Hon. Martin 
L. Davey on, “The Larger Aspects of Life 
Insurance.’ George D. Alder of Salt Lake 
City was elected president of the association. 
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The Equitable Trust Company of New 
York has been appointed registrar for the 
convertible interest bearing certificates of 
Coldak Corporation. 
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OPPORTUNITIES FOR COOPERATION BETWEEN TRUST 
COMPANIES AND LIFE INSURANCE UNDERWRITERS 


NEW ELEMENTS IN PROTECTING ESTATES AND HUMAN VALUES 


DANFORTH M. BAKER 
Vice-President, The Pacific Mutual Life Insurance Company of California 





(Eprror’s Note: Although notable progress has been made in fostering teamwork 
between trust companies and life insurance underwriters in developing life insurance 
trust business, there is still a hesitant attitude among the high officials of some life 
insurance companies. The following address before the Trust Company Division, A. B. A., 
at the recent annual meeting in Los Angeles, is indicative of the desired attitude which 
should obtain among life insurance company officials. ) 


NE of the greatest influences during 

the past few years in the expansion 

of the volume of bank business is to 
be found in the growing magnitude of life 
insurance. The money that passes through 
this channel in one year would almost be 
sufficient to meet the expenditures of the 
Federal Government. During 1925 the com- 
bined income, from all sources, of more than 
300 companies writing more than 95 per cent 
of the life insurance business was $3,017,- 
800,322. Their expenditures, apart from divi- 
dend to policy holders, amounted to $895,019,- 
535. The total amount of money coming 
into and going out from these companies was 
$3,912,819,857, all of which passed through 
the banks of the United States. 

It is difficult, perhaps, for most people to 
appreciate such a stupendous sum. To com- 
prehend the innumerable benefits that flow 
to society because of this process is even 
more difficult. Yet that is but one element 
in the stabilizing effect of life insurance. 

At the close of 1925 these same companies 
had total admitted assets of $11,537,614,609. 
There was invested in real estate mortgages 
$4,799,216,486, about equally divided between 
urban property and farm lands, while $4,331,- 
288,480 was invested in high-grade bonds, 
principally railroad and public utility. What 
makes these figures particularly significant 
is the fact that the amount of life insurance 
in force in this country is over three times 
as much as in the rest of the world. 


Life Insurance and Trust Service 


The relation of life insurance to the trust 
company is equally noteworthy. During the 
past few years officials in these institutions 
have been impressed by the fact that the 
conservation of estates depends very much 
upon life insurance. Particularly is this true 


in view of state inheritance and federal es- 
tate taxes. 


Two Aspects of Estate Problem 

There are two aspects to the estate prob- 
lem: First—the creation of the estate; and, 
second, its administration. Estates may be 
created in one of two ways—either through 
savings and investment, or by means of life 
insurance—which, incidentally, is the prod- 
uct of savings. Estates created in the form 
of ordinary property are usually best ad- 
ministered for the benefit of the heirs by 
trust companies. Estates created solely by 
life insurance may be administered by trust 
companies or, nominally, by life insurance 
companies through the installment method 
of distributing the benefits. 





The use of the expression “Life Insurance 
Trusts” has recently become quite popular 
and is often misunderstood. Generally 
speaking, a life insurance company is not 
authorized to exercise trust functions. The 
expression, therefore, is properly applicable 
only to trusts proper, usually assumed by 
trust companies, in which life insurance pro- 
ceeds constitute the primary element. 


Insurance Trusts 

There are two kinds of life insurance 
trusts, the one known as funded, the other 
as unfunded. The funded trust is one in 
which the declaration of trust provides for 
the transfer to the trustee of securities yield- 
ing a sufficient income to meet the premiums 
on the policies of insurance. The policies 
are assigned to or made payable to the trus- 
tee, whose duty it becomes to take care of 
the payment of premiums and the collection 
of the policy proceeds upon maturity. By 
means of such a plan the estate of the in- 
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sured may be increased from 100 to 300 per 
cent. 

Under the unfunded trust plan, the pre- 
miums are paid by the insured and no duty 
involves upon the trustee until the death 
of the insured, when such trustee collects 
the policy proceeds and administers the 
funds in accordance with the terms of the 
trust agreement. 


A New Spirit of Cooperation 


Until very recently, there was a feeling 
on the part of practically all insurance and 
trust companies, and consequently on the 
part of their representatives, that they were 
necessarily competitors, but this feeling is 
rapidly giving place to a conviction that co- 
operation rather than competition should 
characterize the relations of the two classes 
of institutions. This change in attitude is 
largely due to the activities of the Committee 
on Insurance Trusts of the American Bank- 
ers Association, and similar committees of 
the National Association of Life Underwrit- 
ers and the Association of Life Insurance 
Counsel. 


As. the result of the efforts put forth by 
these committees it is becoming clear to all 
that the needs of many of the policy holders 
can best be served through the medium of 
the settlement options of their policies, but 
that the requirements of a considerable num- 
ber call for the peculiar services that the 
trust companies are best fitted to render. 
To be more explicit, where the estate is not 
large and consists principally of insurance, 
a settlement option providing for payment 
in accordance with a fixed or definite plan 
will usually be found adequate, but where 
the estate is large and varied in character, 
insurance not being a dominant factor, the 
more flexible arrangement of a life insur- 
ance trust, permitting the exercise by the 
trustee of discretionary powers, will gener- 
ally prove more advantageous. Each case 
should be considered in the light of its pecu- 
liar facts and the plan adopted which will 
best. conserve the interests of the policy- 
holder. 

We are concerned also with the proper con- 
servation of trust estates created during life 
and composed of securities and other evi- 
dences of wealth. Every trust estate re- 
quired some life insurance, and if that es- 
tate be the product of a balanced program 
it is probable that the life insurance requires 
a trust. Consequently, there is a responsi- 
bility upon the underwriter when preparing 
an insurance program to give due regard to 
the value of a trust as well as upon the 
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trust officer, in planning the handling of a 
trust, to give due consideration to the im- 
portance of life insurance in estate conserva- 
tion. 


Protection for the Estate 


In connection with every estate there are 
two things particularly to be guarded 
against: protection against speculation and 
fraudulent promotions and shrinkage due to 
debts, costs of administration and taxes. The 
first of these may be taken care of by the 
creation of a trust, while the second can 
best be taken care of through life insurance. 
A serious problem confronting the man with 
a substantial amount of property is how to 
distribute it with the minimum shrinkage. 
He cannot accurately foreknow the time of 
death, and, therefore, is unable to put his 
property in a condition that will make dis- 
tribution a simple, inexpensive process. Death 
comes unawares, and, generally, quite un- 
timely. There are debts as well as compli- 
sated and uncompleted transactions that will 
fall heavily upon the estate, and unless there 
is some life insurance available to meet the 
vital obligations the problem of liquidating 
the property and administering it becomes 
extremely serious. 

We have followed this situation very 
closely, and it is interesting to note that in 
more than 2,000 individual estates analyzed, 
both local and in other parts of the country, 
the ratio of shrinkage increases with the 
value of the property. For instance, it has 
been observed that estates valued at from 
$50,000 to $100,000 will have a total shrink- 
age of about 17% per cent. Estates having 
a gross value of from $100,000 to $500,000 
shrink 18 per cent, while those with a value 
of more than $500,000, but less than $1,000,- 
000 will shrink some 20 per cent. Those 
between $5,000,000 and $10,000,000 shrink 
almost 24 per cent, and those over $10,000,- 
000 about 29 per cent. In California the 
ratio, of many hundred estates analyzed, has 
been from 2 per cent to 2% per cent less 
than these classifications. The difference is 
due to the state inheritance tax rates. 

It is quite apparent that if a man leaves 
an amount of property having a gross value 
of $1,000,000 the shrinkage due to costs, 
debts and taxes will approximate, on the 
average, nearly $200,000. That is the sum 
which should measure his life insurance 
program for the conservation of his prop- 
erty. Should he be worth $10,000,000, and 
death suddenly overtake him, the total 
shrinkage would be, on the average, between 
$2,500,000 and $3,000,000. 
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GENERAL MOTORS 
ACCEPTANCE CORPORATION 


Executive Offices: 
250 West 57th Street, New York City 


ip obligations of this institution are selected as appro- 
priate and sound mediums for short term investment by a 
large banking clientele. They may be obtained in convenient 
denominations and suitable maturities. 


DIRECTORS 


Alfred H. Swayne 
Chairman — Vice President, General 
Motors Corporation. 
Curtis C. Cooper 
President 
Albert L. Deane 
Vice President 
Pierre S. duPont 


Chairman, General Motors Corporation 


and E. I. duPontde Nemours ¢? Co. 
Lammot duPont 


Finance Committee, General Motors 
é : 
Corporation. 


O. H. P. LaFarge 
General Motors Corporation 
Seward Prosser 
Chairman, Bankers Trust Company, 
New York 
John J. Raskob 
Chairman, Finance Committee, General 
Motors Corporation 
Alfred P. Sloan, Jr. 
President, General Motors Corporation 
John J. Schumann, Jr. 
Vice President ‘ 
Donald M. Spaidal 


Vice President 





A Financial Program 


With the recent modifications in the Fed- 
eral Estate Tax law, it is reasonable to 
assume that there will be some change in 
the ratio of the shrinkage due to taxes. 
There is no assurance of that inasmuch as 
we cannot, as yet, determine what measures 
the individual states will take to offset the 
difference in taxes by increasing local levies 
to absorb the credit allowed under the fed- 
eral law. 

A thorough financial program for the av- 
erage individual should embrace savings and 
life insurance as important elements. Where 
there is any substantial accumulation of 
property the trust enters as the third vital 
factor. In order to perfect and administer 
the ideal estate there must be cooperation 
between the life insurance company, the trust 
company and the bank. Judgment must be 
exercised at all times and those who devote 
their efforts to one of these branches of fi- 
nance should always work with the interest 
of the individual constantly in mind and 
propose only a well balanced plan that will 
give proper consideration to these three 
fundamental and basic institutions. 

We have witnessed many profound changes 
within the United States during the first 
quarter of this century. Many of those 


changes have been beneficial. Perhaps few 
other businesses can either anticipate what 
will take place, or first note the results when 
vital changes occur, as accurately as finan- 
cial organizations. This has been particu- 
larly true of the prohibition amendment. 
Since that law has been in operation the 
mortality rate in life insurance has shown 
a material decline and we attribute a part 
of it to the eighteenth amendment. Bank 
and trust companies have also been affected, 
and at no time have deposits grown to. the 
volume, relatively and actually, as during 
the past five or six years. Certainly a sub- 
stantial part of that increase has been due 
to prohibition. Irrespective of the moral con- 
siderations, which do not obviously, enter 
into this discussion, the economic benefits 
derived from this law have been of incal- 
culable financial value to the country. 

This relationship of life insurance to 
trusts is real, and cooperation is eminently 
desirable since we are collectively as well 
as individually serving the interests of a 
vast aggregation of people, and thus better 
contributing to the economic prosperity of 
our country. Certainly the protection of the 
home by means of life insurance and through 
the medium of trusts is the greatest factor 
contributing to peace and happiness. 
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HE same service which has made this Trust Com- 
pany one of the largest Commercial Banks in Central 


New York is at your disposal. We invite your patronage. 


CITIZENS TRUST CO. 


Seneca Square 


Utica, N. Y. 








NEW FORM OF REAL ESTATE INVESTMENT OFFERED BY A CHICAGO 
TRUST COMPANY 


N interesting and significant develop- 

ment in the investment field in Chi- 

cago is marked by the consummation 
of a trust agreement between the Illinois 
Merchants Trust Company and the Chicago 
Title & Trust Company, as trustee, by which 
the Illinois Merchants Trust Company is en- 
abled to offer for the first time a new type 
of security known as first real estate mort- 
gage collateral gold bonds. These bonds, 
yielding 5% per cent, are a direct obligation 
of the trust, and are secured specifically by 
deposit with the trustee of first mortgages 
upon improved real estate located in the 
“Greater Chicago” district. 

The significance of the announcement is 
twofold. It gives investors the first oppor- 
tunity to benefit by the Chicago Title & Trust 
Company’s long experience and conservatism 
in the selection of real estate mortgages. 
Previously, this company has purchased 
mortgages only for its own account and for 
trust funds under its control. Secondly, it 
is the occasion of the Illinois Merchants 
Trust Company’s first entrance into the real 
estate mortgage field. Fundamentally the 
plan represents an application of the invest- 
ment trust idea which has long been accepted 
in England. By pooling a large number of 
earefully selected investments in the limited 
field of high-grade mortgages it provides an 
unusual stability and distribution of risk. 

Commenting on the new development, 
Roger K. Ballard, vice-president of the Il- 
linois Merchants Trust Company, in charge 
of the bond department of that institution, 
states that the decision to enter into the 
trust agreement was strongly influenced by 
a growing demand on the part of investors 
and financial houses for a real estate secur- 
ity which would have broader safeguards 
than those commonly offered. When the op- 


portunity came to make an agreement with 
a house of such high standing as the Chicago 
Title & Trust Company, and it became pos- 
sible to back the bonds with such unques- 
tionable security as this plan offers, the bank 
welcomed the opportunity to go ahead. 

The selection of the mortgages which pro- 
vide the security is made by the Chicago 
Title & Trust Company, every mortgage be- 
ing legal for the investment of trust funds 
under the Illinois law. No mortgage exceeds 
60 per cent of the trustee’s appraised value 
of the property. 

In excess of the par value of the new 
bonds issued there is a 10 per cent margin 
of additional real estate mortgages supplied 
out of the trustee’s own holdings and held 
in a special protective fund. The soundness 
of the selection of mortgages by the trustee 
is indicated by the trustee’s forty years of 
experience as a purchaser of real estate 
mortgages in large amount for its own in- 
vestment as well as for trust funds under its 
control. During these forty years’ purchases 
by the trustee have been in excess of $200,- 
000,000, of which more than $50,000,000 is 
now being carried for the trustee’s own ac- 
count and in trust funds. In the few in- 
stances in which foreclosures have been nec- 
essary, the net result to date has been a sub- 
stantial profit. 

The first series of the new security, con- 
stituting an issue of $2,000,000 has been 
brought out in denominations of $10,000, 
$1,000 and $500, and was sold within twenty- 
four hours. The Illinois Merchants Trust 
Company is offering a second $2,000,000 issue 
of first real estate mortgage collateral trust 
bonds, due in 1936. The reception of the 
first issue was such, however, that the pres- 
ent offering is at a price to yield 5.25 per 
cent as against initial rate of 5.50. 
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HOW FAR SHOULD A TRUST OFFICER GO IN SUGGEST- 
ING METHODS OF DISPOSING OF PROPERTY 
UNDER WILLS AND TRUSTS? 


AVOIDING CONFLICT WITH PROFESSIONAL ETHICS 


J. E. McGUIGAN 
Trust Officer, Humboldt Bank, San Francisco 








(Epitor’s Note: A trust officer should not be deterred from giving to its clients the 
benefit of administrative experience in suggesting the best methods of property or estate 


disposition under 


wills or trusts. 


Mr. McGuigan, in his interesting paper before the 


Fourth Regional Pacific Coast Trust Conference, takes the position that it is indeed the 
duty of a bank or trust company to impart such advice or assistance to the full measure. 
It is only when it comes to the point of writing legal docwments or attending to strictly 
legal duties that care should be exercised to respect the prerogatives of the legal pro- 


fession. ) 


HE question as to how far a trust offi- 

cer may go in suggesting methods of 

disposing property under wills and 
trusts, may be considered from many angles. 
It is possible if the trust officer goes to cer- 
tain extremes in his suggestions that some 
legal question may be involved. I am as- 
suming, however, that this is a bare possi- 
bility and will not, therefore, dwell upon 
this phase of the subject. In my opinion, 
Wwe are more concerned in this question from 
the angle of policy and ethics and shall dis- 
cuss the question to the end that we may 
determine upon some general policy which 
if adopted will be in keeping with sound 
business and banking practice and unques- 
tioned ethics. 

What is the impelling motive behind the 
adoption of any policy by a bank? Isn’t it 
a fact that the proposed policy must meet 
certain requirements and accomplish certain 
results? Do we not ask two questions? First, 
will the proposed policy be of benefit and of 
distinct service to our present customer and 
make a strong appeal to our prospects? And, 
second, if adopted, will it be of benefit, di- 
rectly or indirectly, to the bank in propor- 
tion to its cost? 

Affirmative answers to both questions usu- 
ally result in the adoption of the proposed 
policy. A negative answer to either ques- 
tion, particularly the latter, usually results 
in rejection. If we apply these two tests to 
the subject under discussion, we should ar- 
rive at a satisfactory answer to our question. 


Value of Administrative Experience 


All of us point, with pardonable pride, to 


the splendid record of achievement made by 
the trust companies of the United States in 
the management and growth of estates. A 
more or less intensive campaign of public 
education along the lines of the value of our 
service is, and has been, carried on by individ- 
ual trust companies, by the Trust Section of 
the American Bankers Association, and by 
cooperative advertising campaigns in the 
larger cities. We collectively spend many 
thousands of dollars annually in carrying 
our message to the general public. 

We endeavor first to impress the individ- 
ual with the necessity and advisability of 
making a will or creating a trust and then, 
after attracting his attention and arousing 
his interest, solicit appointment as executor 
and as trustee because of our qualifications. 
Our superior knowledge, based on accumu- 
lated experience, is the keynote of all of our 
selling argument. If we are truthful in our 
advertising and in the statement of our quali- 
fications, it is logical to assume that there 
is no agency better qualified than the trust 
company, through its trust officer, to be of 
assistance to the man or woman who is 
ready to map his or her testamentary plan. 
It is this assumption which causes the in- 
dividual to come to the trust company for 
advice and which gives rise to the question 
under discussion, 

Those coming to us may be grouped in 
two general classes. The first includes the 
man who has given considerable time and 
thought to his problem and who has, there- 
fore, positive ideas with respect to the ones 
who are to be the objects of his bounty, and 
more or less definite ideas relative to the 
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methods by which he intends to accomplish 
his purpose. 

His principal reason for coming to the 
trust company is to discuss costs and charges 
and to ascertain the procedure necessary to 
be followed. In such cases, the individual 
is well able to plan for himself and the 
trust officer is seldom called upon or given 
much opportunity to make any suggestions. 
In a few instances, some constructive criti- 
cism on the part of the trust officer will be 
of real service to the customers. For ex- 
ample, the discerning trust officer may dis- 
cover that the individual is planning certain 
distributions and using certain methods in 
a spirit of pique. A few tactful suggestions 
may prevent an injustice being done, thus 
rendering a valuable service, both to the 
one who will benefit as a result of a change 
and to the maker of the will or the creator 
of the trust. I believe that it is the duty of 
the trust officer under these circumstances to 
use every means at his command in an effort 
to prevent the testator or trustor from mak- 
ing the serious mistake of omitting a provi- 
sion for, or placing an unwarranted restric- 
tion on, some legitimate and proper object 
of his bounty because of temporary displeas- 
ure toward him or them. 


Attitude of the Trust Officer 


When discussing testamentary plans with 
those who make up the second group, an 
entirely different situation presents itself. 
In this group is found the man who has 
been so busy accumulating his fortune that 
he has not taken the time to give more than 
a passing thought to its distribution. What 
should be the attitude of the trust officer 
in this case? 


Men prominently identified with trust 
work have been quoted as saying that “The 
trust company has become a confessional to 
men and women of many vocations who have 
arrived at a point where they need advice.” 
For the most part the ones in this second 
classification are uninformed and are in need 
of a guiding hand. Should the trust officer 
in such cases take the initiative, make all 
suggestions necessary and map a plan of dis- 
tribution, or should he decline to do this 
and perhaps refer the customer to some 
other agency for assistance. 

I do not see how we can dodge this re- 
sponsibility. We create a demand for this 
seryice and we must make good on the im- 
plied promises contained in our advertising. 
We must not fall short of that which is rea- 
sonably expected of us. Though much time 


will be required if the trust officer is to 
gain sufficient knowledge of the circum- 
stances to enable him to make intelligent 
suggestions, and though no charge is made 
for this service, yet it does result in a bene- 
fit to the bank. The immediate results may 
not be great, but we cannot gauge the actual 
benefit by the immediate profit. We must 
look to the future and not ask “can we 
afford to do it,” but rather “can we afford 
not to do it?” 


Where Does Trust Company Obligation 
Commence? 

There may be others who are directly or 
indirectly concerned in the policy of the 
bank. There are some who believe that the 
duties and responsibilities of the trust com- 
pany do not and should not properly com- 
mence until the will or trust becomes opera- 
tive. They contend that until that time it 
is the inalienable right of others to confer 
with the testator and assist him in plan- 
ning the distribution of his property. Many 
attorneys take the position that any discus- 
sion of testamentary plans involves the dis- 
cussion of legal matters and the giving of 
advice which is legal in nature, and that it 
is therefore wrong in principle for the trust 
officer to assume this responsibility. 

Lawyers are jealous, and rightfully so, of 
their right to practise their profession, and 
the trust officer is or should be extremely 
careful not to violate the rights and privi- 
leges of the members of the Bar. We should 
stress the point that the customer must ulti- 
mately go to an attorney of his own choos- 
ing to have his will prepared. If we do this 
there should be no cause for complaint on 
the part of the lawyer since we are making 
his services a necessity, thus increasing 
rather than decreasing his practice. 

I believe that the trust officer owes a 
greater duty to the helpless customer than 
he owes to his bank. He should not, there- 
fore, suggest the method of distribution 
which will be the source of greatest profit to 
the bank, but rather select a method which 
is of most benefit to the customer. 


I do not see how it is possible to limit the 
nature or the extent of suggestions to be 
made by the trust officer and I subscribe 
to the belief that he should go to any ex- 
treme necessary in his suggestions in order 
that a sound and practical method of dis- 
position may be obtained. This will be of 
distinct service to the customers and a real 
benefit to the bank and is in strict accord 
with the ethics of our profession. 
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NEW MEMBERS OF THE QUARTER CENTURY CLUB AT THE EQUITABLE TRUST COMPANY OF NEW 
YorK WHO HAVE COMPLETED TWENTY-FIVE YEARS OF SERVICE WITH THAT ORGANIZATION 


Standing: J. J. Rogers, Manager, Equitable Eastern Banking Corporation; C. F. Puckhafer, 


Assistant Vice-president. 


Seated: J. E. Smith, Manager, New Business Department; 


J. N. 


Babcock, Vice-president, and Russell Brittingham, Assistant Secretary. 


JOSEPH N. BABCOCK COMPLETES 

TWENTY-FIVE YEARS OF SERVICE 

Joseph N. Sabecock, vice-president in 
charge of personal trusts at the Equitable 
Trust Company of New York, has completed 


twenty-five years of service with that or- 


ganization. He first entered the banking 
business in 1897 as a member of the reor- 
ganization department of the old Central 


Trust Company. In 1901 he became asso- 
ciated with the Colonial Trust Company and 
three years later was made trust officer. 
When the Trust Company of America ab- 
sorbed the Colonial Trust Company, Mr. 
Babcock was trust officer of the combined 
institutions. Upon the merger of the Trust 
Company of America and The Equitable in 
1912, Mr. Babcock was named assistant sec- 
retary, and in 1918 was made vice-president 
in charge of personal trusts. 

Mr. Babcock is one of the most popular 
members of the New York trust company 
fraternity and has labored zealously in the 
~ause of advancing fiduciary administration. 


He was one of the founders and first presi- 
dent of the Corporate Fiduciaries 
tion of the City of New York 
accomplished excellent work in 
cooperative effort, legislation, regulation of 
trust charges, etc. As a member of the 
Executive Committee of the Trust Company 
Division of the American Bankers Associa- 
tion he has also contributed valuable service 
to that organization. He is likewise active 
in the development of the New York Commu- 
nity Trust as alternative representative of 
the Equitable Trust Company on the Trus- 
tees’ Committee, of which Mr. Krech is 
chairman. Mr. Babcock is a director of E. R. 
Squibb & Sons, the Universal Gypsum and 
Lime Company, the Constant Realty Com- 


Associa- 
which has 
matters of 


pany, the Sydney Ross Company and the 
Marceau Company. 
Mr. Babeock was born in Stonington, 


Conn., but moved to Brooklyn at an early 
age. He was educated in the Brooklyn Poly- 
technic Institute, the Institution Sillig, 
Vevey, Switzerland, and Yale University. 
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Peoples Bank and Trust Company 


OF THE CITY OF PASSAIC N. J. 


CAPITAL AND SURPLUS, $1,750,000.00 


OFFICERS 


Birp W. SPENCER...... 
WILLIAM H. Divutstin .Vice-President 
James H. WALDEN.. .Vice-President 
ANDREW MCLEAN... . Vice-President 
WILLIAM H. STEVENS. Vice-President 





HENRY BAHNSEN 
ROBERT D. BENSON 
FLoyp H. CRANE 
WILuiaM H. DILLIstTIN 


Tuos. A. R. GOODLATTE 
GEORGE E. P. Howarp 
REUBEN E. KIpp 
ANDREW MCLEAN 


Se iti Aih a OG ke bade eee s President 

FRANK TERHUNE.Vice-Pres. and Tr. 

HERMAN G. ARNING..Vice-President 

HENRY C. WHITEHEAD... Vice-Pres. 
and Trust Officer 


DIRECTORS 


J. ARTHUR AMERY...Asst. Treasurer 
JOSEPHINE Mo son..Asst. Treasurer 
FRANK S. CHASE...../ Asst. Secretary 
Harry L. SHaw.....Asst. Secretary 





ANDREW MCLEAN, Jr. 
JAMES L. PRESCOTT 
Birp W. SPENCER 
WILLIAM H. STEVENS 


BERNARD G. VOLGER 
JAMES H. WALDEN 
HENRY C. WHITEHEAD 
JOHN ZAHN 


MEMBER FEDERAL RESERVE SYSTEM 





NINTH YEAR BOOK OF THE PERMANENT CHARITY FUND, INC. 
OF BOSTON 


The annual year books published by the 
Committee of the Permanent Charity Fund, 
Inc., of Boston, invariably possess material 
of instructive interest to all those engaged 
in fostering the usefulness of Community 
Trusts or Foundations. The Boston organiza- 
tion is largely conducted on the lines origi- 
nally conceived by the late Judge Goff of 
Cleveland in the formation of the Cleveland 
Foundation. What makes the Boston or- 
ganization particularly interesting is that 
it distributes a larger annual income for cur- 
rent and worthy charitable and kindred needs 
than any one of the more than fifty Commu- 
nity Trusts established in different cities 
of the country. 

During the fiscal year ended June 30, 1926, 
the Committee of the Permanent Charity 
Fund of Boston has given away income to 
the amount of $193,253.20, as compared with 
$210,806.70 during the previous year. The 
principal of the fund which is conserved by 
the Boston Safe Deposit and Trust Company, 
as trustee under the agreement establishing 
the fund, amounts to $4,453,924. Gifts were 
made last year to 104 different charitable 
organizations. Special mention is made in 
the latest year book to gifts made to the 
Boston Health League, which is coordinated 
in public health work with city and privately 
conducted agencies; an organization com- 
posed of a number of agencies to help the 
poor, sick and unemployed, and maintaining 
cooperative workrooms; the Paine Fund of 
Cambridge, which aids needy men and women 
of Cambridge, and gifts to the Simmons Col- 
lege to help train students in medical social 
work. Generous aid has also been given to 
encourage social case work in Boston, the 
committee having furnished the sole support 
of the Research Bureau on Social Case Work 
during the past eight years. 


One of the significant features of the 
treasurer’s report is that relating to admin- 
istrative expenses, which shows that only 
$9,031 was necessary to carry on the splen- 
did work of the Permanent Charity Fund, a 
record which is probably not duplicated by 
any private charitable or welfare organiza- 
tion of similar scope. Much of the credit for 
the fine work accomplished by this organiza- 
tion is due to members of the committee, the 
efficient manner in which the Boston Safe 
Deposit & Trust Company administers the 
fund and the burden of daily work which 
is performed by the secretary and treasurer, 
Charles M. Rogerson. The success and splen- 
did achievements which have attended the 
Boston organ show what can be accomplished 
when the functioning trustees and directing 
interests work together with true loyalty 
and zeal. 


THE TRIANGLE IN TRUST SERVICE 

The Bank of Italy has issued a booklet 
descriptive of the three-sided relationship in 
trust service, namely the bank, the client and 
the attorney. The prime purpose of the 
booklet is to impress upon members of the 
legal profession the observance of an es- 
stablished and considerate policy toward at- 
torneys in the development of fiduciary busi- 
ness. The text sets forth the varied types 
of service rendered by the trust department 
and the points of contact and cooperation 
with attorneys. 


Walter M. Daly, president of the Title & 
Trust Company of Portland, Ore., and presi- 
dent of the Oregon Title Association, was 
honored by the American Title Association 
at its recent meeting in Atlantic City, N. J., 
by being elected a vice-president. 


ee 


advoc 
body 
quick 
ing 1 
verti 
it, ¢ 
pects 
its t 
mail 
exte 
the | 
cont 
judg 
deve 
tisir 
sibi 
and 
for 
liev 
mai 
son 
SO 

ma 
bill 


abl 
rec 


sta 














pesssuss fesdessusssusnssseecsesesnssssssseengeessereeveerssessesssinsvssTistvssvTts1t007% 





APPROVED MEDIA FOR SOLICITING SAVINGS 
ACCOUNTS 


GUY W. COOKE 
Assistant Cashier, The First National Bank of Chicago 


EWSPAPERS have long held a pre- 

mier position in the field of local ad- 

vertising that it is unnecessary to 
advocate their use for savings. Today every- 
body and they offer the 
quickest and broadest means of disseminat- 
ing thought. Supplementing newspaper ad- 
vertising and in some instances superceding 
it, comes direct mail, used both for pros- 
pects and to increase current balances, and 
its twin medium, mass distribution. 
mail advertising has been and is being used 
extensively by savings banks. It affords, as 
the name implies, direct. fast and reasonably 
confidential contact and may be timed as 
judgment dictates. The medium has been 
developed to a remarkable extent by adver- 
tising organizations, which take the respon- 
sibility for the creation of copy, illustration 
and production, delivering the product ready 
for mailing and even going so far 


reads newspapers 


Direct 


as to re- 
lieve the bank entirely of all responsibility, 
mailing the matter to names furnished. In 
some instances the organization even goes 
so far as to prepare the lists and does the 
mailing, leaving the bank only to pay the 
bill, 


Outdoor advertising has found consider- 
able favor with financial advertisers during 
recent: years. The medium offers posters, 
Standard 16 sheets, painted bulletins and 
wall signs. There are a number of variants. 


such as placards, 


road signs and an ocea- 
sional spectacular—as the electric displays 
are designated in the parlance of the busi- 
ness. The medium affords size, color, a rea- 
sonable degree of permanency and the ability 
to cover more or less completely 
territory. 
ecard 


a specific 
Street cars, or more properly car 
advertising, includes advertising in 
street cars, elevated, subway, suburban and 
interurban cars. Motor coaches have recent- 
ly been added to the list. While considered 
a large city medium, car card advertising’s 
scope has been extended to more than 4,800 
communities. It is rarely a primary medium 
for savings advertising but is used effective- 
ly, in combination with other media. It is 
especially valuable in carrying the load be- 


tween campaigns in newspapers or by mail: 
its continuity making practical the 
rary cessation of other advertising. 

Window display has 


tempo- 


achieved considerable 
importance in savings advertising within the 
last decade. Its origin is shrouded, but the 
fact remains that there are few banks today 


which have windows available for display 
that are not taking advantage of them to 


impress locations and facilities upon the 
passing throng. The use of windows, might 
well serve as the topic f 
is passed here 
of the best and most economical forms of 
savings advertising, 

The distribution of home banks, employees’ 
contests, solicitation by salesmen, and other 
devices designed to help people help them- 
selves through saving money, all require ad- 
vertising tieup, but in themselves, are allo- 
cated to a different sphere of 
velopment, 

We of the present day have 
certain amount of style 
ably giving attention to policy and 
plan than did those whose advertisements 
appeared before most of us here had 
connection with financial] advertising. 
lectively we have followed many 
Savings adve 


‘or a full session, but 
with an endorsement as one 


business de- 


developed a 
and technique, prob- 
more 


any 
Col- 
by-paths. 
rtising is tied up with spending. 
The Christmas Club. the Vacation Club and 
the Save to Travel Clubs are but inst 
the present day tendency to offer 
ments for savings that are not inherent to 
thrift. Banks have developed various plans 
for savings and insurance 
vestment 


ances of 
induce- 


—Savings and in- 
and savings and checking; all of 


these plans have been productive of and 
developed by excellent advertising. There 


is probably no form of savings advertising 
that has been so extensively used as that in 
connection with the Christmas Savings Club 
idea and the other combinations mentioned 
while not so universal in their appeal nor 
So generally adopted by Saving banks, offer 
advertising possibilities—advantage of which 
has been taken to the fullest degree.—(Hyr- 
cerpts from address at recent Financial Ad- 
vertisers Association con vention. ) 
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INCORPORATED 1864 


SAFE DEPOSIT AND TRUST CO. 


OF BALTIMORE 
13 SOUTH STREET 


CAPITAL, $1,200,000 


SURPLUS AND PROFITS OVER $3,500,000 


OFFICERS 
H. WALTERS, CHAIRMAN OF BOARD 
JOHN J. NELLIGAN, PRESIDENT 


JOHN W. MARSHALL © * ViICE-PREs. JOHN W. BOSLEY ° - ASST. TREAS 
ANDREW P,. SPAMER ° - 20 VICE-PREs. WILLIAM R. HUBNER - ° ° ASST SECRETARY 
4. H. M. LEE - - © 30 VICE-PREs. REGINALD S&S. OPIE - - ASST. SECRETARY 
JOSEPH B. KIRBY - ° > - 4TH VICE-PRES. GEORGE PAUSCH ° ° ASST, SEC'Y &@ AUDITOR 
GEORGE 8B. GAMMIE ° * TREASURER ALBERT P. STROBEL ° - REAL ESTATE OFFICER 
ARTHUR C. GIBSON ~- » * - SECRETARY ROLAND L. MILLER . ° ° ° * CASHIER 
CLARENCE R. TUCKER > - ASST. TREAS. HARRY E. CHALLIS - bat ° e ASST. CASHIER 
DIRECTORS 


H. WALTERS 

WALDO NEWCOMER 
NORMAN JAMES 
SAMUEL M. SHOEMAKER 


BLANCHARD RANDALL 
ELISHA H. PERKINS 
JOHN W. MARSHALL 
JOHN J. NELLIGAN 


ROBERT GARRETT 
GEORGE C. JENKINS 
HOWARD BRUCE 
MORRIS WHITRIDGE 





SERVING THE PUBLIC, THE KEY TO SUCCESSFUL RAILROAD 
OPERATION 


N spite of the competition from motor 

buses, railroads of the United States are 

succeeding because they are able to ren- 
der service to their patrons without the hin- 
drance of obnoxious governmental restraint 
under which they operated during the war 
and post-war period. This was the state- 
ment made to the Western Railway Club 
recently at its meeting at the Hotel Sherman, 
in Chicago, by William G. Edens, vice-presi- 
dent of the Central Trust Company of Il- 
linois. 

“Railroad companies of the United States 
generally find themselves on the upward 
grade,” said Mr. Edens. “They are meeting 
conditions which they never had to meet be- 
fore. One of their big problems has been 
the competition from automobile trucks and 
motor buses, which carry freight and pas- 
sengers on both short and long hauls over 
roadways which are provided by the money 
of taxpayers. 


“Yet because the railroads have gradually 
recovered from the stultification which hin- 
dered them as a result of too much govern- 
mental control over too long a period, grow- 
ing out of the war, they are rendering bet- 
ter service than ever before and their stock- 
holders, officials and employees are begin- 
ning to see better times. This condition, I 
believe, is due to the fact that their opera- 
tion and management has been restored to 
the ingenuity and initiative of their person- 
nel from the ground up. Outside manage- 
ment such as that under governmental su- 
pervision, which begins at the top and goes 


down, cannot be compared with inside man- 
agement, which goes both up and down. 


“The rule of order now in the railroad 
industry is service to customers. The roads 
which have the most highly developed serv- 
ice are those which are succeeding the fast- 
est. I believe this will not be disputed by 
any railroad of standing. In the old days 
our railroads were pictured as tyrannical 
organizations with a rule or ruin policy 
toward communities and business organiza- 
tions. Happily, this idea has disappeared 
and the business man now regards the rail- 
road as an institution which wishes to co- 
operate with him in the extension of his in- 
dustry in order that it might have its proper 
share of his prosperity. 

“Personally I know of many fine things 
that have been accomplished by the regional 
conferences between railroad representatives 
and representatives of business organizations 
over the handling of traffic and the massing 
of cars in regions where there was demand. 
Few people realize that we have less mile- 
age of steam railroads today than we had 
ten years ago. The latest figures I have 
been able to find show that there were 250.- 
003 miles of railroad trackage on December 
31, 1924, against 254,251 miles on January 
30, 1916, a falling off of 4,248 miles. The 
railroads have been quick to appreciate the 
importance of the motor bus and all over the 
country they are adopting the motor bus 
lines as feeders for their long-haul business. 
Here we have an excellent example of service 
to the traveling public.” 
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COMPANIES 


FOR TRUST SERVICE IN 


SAN DIEGO 
CALIFORNIA 


FIRST TrRUusT and SAVINGS BANK 


COMMERCIAL 


F. J. BELCHER, Jr. 


President 





Legal Decisions and Discussion 


TRUST 


SAVINGS 


LANE D. WEBBER 
Vice-President and Trust Officer 


RELATING TO BANKS AND TRUST COMPANIES 
Edited by JOHN H. SEARS, member of the New York Bar and author of “‘Trust Company Law’”’ 








[LEGAL DECISIONS OF SPECIAL INTEREST TO OFFICERS OF TRUST COMPANIES WILL BE REVIEWED 
AND DISCUSSED IN THIS DEPARTMENT. CAREFUL ATTENTION WILL BE GIVEN TO QUERIES OF A 
LEGAL NATURE, ARISING OUT OF THE CONDUCT OF THE VARIOUS DEPARTMENTS OF TRUST COM- 
PANIES. SUBSCRIBERS ARE INVITED TO AVAIL THEMSELVES OF THESE FACILITIES WHICH ARE 


OFFERED FREE OF CHARGE. ] 


CONSTRUCTION OF TRUST AGREEMENT 

An interesting decision was rendered re- 
cently by the Supreme Court of New York 
in Bruff vs. Rochester Trust & Safe Deposit 
Company, regarding legal title to trust in- 
come. In this action the construction of a 
written trust agreement was before the court. 
Under the agreement defendant was made 
trustee of a fund, the income of which was 
to be used for the support of plaintiff’s intes- 
tate and his wife “during their joint lives 
and thereafter for the support and main- 
tenance of the survivors of them during the 
life of each such survivor.” The agreement 
provided that while the deceased’s wife lived 
the net income should be paid to her. There- 
after the income was regularly paid by the 
defendant trustee to the wife, which she de- 
posited in an income account in her name 
until her death. The deceased died two 
years later and the plaintiffs, as administra- 
tors of his estate, claimed the accumulated 
income standing in the wife’s name with the 
trustee on the theory that the unexpended 
income from the trust fund was a joint ac- 
count and fund, which, upon the death of 
the wife became vested in the husband. The 
defendant trustee contended that this de- 
posit was a part of the principal assets of 
the wife’s estate and must be distributed in 
accordance with her will. | 
The court held, that as an ambiguity ex- 


isted as to whether the instrument provided 
that the wife was the owner of the legal 
title to the income an examination of the 
circumstances must be made to determine 
the intention of the donor of the trust fund. 
It appeared that the donor had desired to 
make some provision in her will for the 
deceased and his wife. Deceased had been 
extremely unsuccessful in business ventures 
and it was with the intention of providing 
immediate assistance to both beneficiaries 
that the donor established a trust, the in- 
come of which they could only enjoy if the 
deceased had no control of its disposition. 
Hence, it must have been the donor's inten- 
tion that the legal title to the trust income 
should be in deceased’s wife subject to the 
obligation to expend the income for the main- 
tenance of herself and the deceased. The 
same facts furnished adequate ground for 
the deceased and his wife to agree that the 
income should continue to belong to the wife. 
In addition he treated the money as belong- 
ing to her estate after her death; her estate 
was judicially settled on that basis and her 
will made him the beneficiary of a trust of 
the residue of her estate. The result was 
that deceased yoluntarily surrendered to his 
wife all his equitable interest in the fund 
and hence his administrtaors were aot en- 
titled to any claim upon the moneys de- 
posited with defendant trustee. 
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ESTABLISHED 1879 


STATE BANK OF CHICAGO 


A Trust Company 


Member Federal Reserve System 
Corner La Salle and Washington Streets 


Capital . . « « « $2,500,000 
Surplus (Earned) . 5,000,000 


Interest Allowed on Deposits 


OFFICERS 


Henry A. HauGan, Chairman Board of Directors 
Oscar H .HAUGAN Leroy A. GODDARD 
Vice-Chairman of Board Chairman Executive Com. 
RALPH VAN VECHTEN, President 


C. Epwarp CARLSON............. Vice-President 
Se a Gnas as owe pda sens 6% Vice-President 
Frep H. CARPENTER..............Vice-President 
AusTIN J. LINDSTROM..................Cashier 
DAR Bn PRIN sos aceccsccsescneee Secretary 
Wittram C. MILLeR.............Trust Officer 
JosepH F. NorT#ets............Assistant Cashier 
Frank W. DELVEs......... . Assistant Cashier 
GayYLorpD S. Morse............Assistant Cashier 
Epwarp L. JARL............ ..Assistant Cashier 
Paut C. MELLANDER...........Assistant Cashier 
Tuomas G. JOHNSON...........Assistant Cashier 
Henry A. BOESE..............Assistant Cashier 
Epwin C. CRAWFORD.,......Assistant Secretary 
Byron E. BRONsSTON........Assistant Secretary 
TRYGGVE A. SIQUELAND.. Manager, Foreign Dep't 
EE DOS cvnwvasceessadsescks Attorney 


Your Business Invited 











DETERMINING RESIDENCE OF DECEDENTS 


The will of the husband of defendant 
Klausner was probated and letters testamen- 
tary issued in Pennsylvania, May 19, 1925. 
An appeal was taken June 5, 1925. On Janu- 
ary 7, 1926, in an equity proceeding which 
had been begun in the Court of Chancery in 
New Jersey, a writ of injunction was issued 
directed to defendant Klausner et al., en- 
joining them from taking further steps in 
the administration of decedent's estate in 
Pennsylvania and to bring decedent’s will to 
New Jersey to be probated. The widow, in 
disregard of the injunction, made an elec- 
tion in writing to take against the will and 
receive a widow’s share of the estate under 
the intestate laws of Pennsylvania. The 
complaint in present action asks that such 
election be canceled and full faith and credit 
given to New Jersey proceedings. Held that 
bill of complaint be dismissed. The contro- 
versy circles above fact of decedent’s resi- 
dence. Either the decree asked for would be 
a mere expression of opinion or it would re- 
quire the parties to forego their claim of 
right to invoke the jurisdiction of the Penn- 
sylvania courts by compelling them to sub- 
mit their controversy to the New Jersey 
courts—Kempler vs. Vallen, U. S. Dist. Ct. 
Penna. (East. Dist.) (26904). 










“Central-ize”’ 


Your Banking in 
Cleveland 







in a nationally 
known bank; in— 


Central 


National Bank 


of Cleveland 


FEDERAL ESTATE TAX 


(Application of the law to a certain 
grant considered. ) 


Where grantor gave a life interest to his 
children and their descendants, and the en- 
largement of the life interest to an unre- 
stricted fee was made coincident with the 
death of the grantor, held that the Federal 
Tax Act affecting the passing of a dece- 
dent’s estate did not apply. The grant here 
in question was not “in contemplation of or 
intended to take effect in possession or en- 
joyment at or after” death of grantor.— 
Girard Trust Company vs. McCaughn, 11 
Fed. Rep. (2d) 520, distinguished. Fidelity 
Trust Company vs. McCaughn, U. S. Dist. 
Ct. Penna. (East. Dist.) (26950). 


TRUST COMPANY AS RECEIVER 

Where a trust company acts as receiver 
for an alleged bankrupt corporation a per- 
centage compensation allowed to the real 
estate department of the company for col- 
lecting rents is to be deemed part of the 
statutory compensation provided for by the 
Bankruptcy Act.—Matter of Detroit Mort- 
gage Company (C. C. A., 6th Cir.), 8 Am. 
B. R. (N. S.) 85. 
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FEES FOR FIDUCIARY SERVICES RENDERED TO 
CORPORATIONS 


SCHEDULE APPROVED BY CORPORATE FIDUCIARIES ASSOCIATION OF 
NEW HAVEN, CONN. 





(Epitror’s Note: 


One of the most valuable results obtained from the organization 


of corporate fiduciaries’ associations in various cities and sections of the country is the 
progress in standardization of fees for fiduciary services to individuals and corporations. 
Such schedules have been adopted within recent years in a number of cities, including 


New York, 
and a number of other cities. 


Boston, Buffalo, Cleveland, Chicago, St. Louis, Los Angeles, San Francisco 
The following schedule of fees for trust services rendered 


to corporations was recently reported by a committee and approved by the Corporate 


Fiduciaries Association of New Haven, Conn. 


The special committee also made a report 


on the practice to be observed in accepting and transacting business as transfer agents, 


registrars and as trustees under bond issues.) 


Corporate Trusts 

Initial Fee. Acceptance fee based on the 
amount of preliminary negotiations, investi- 
gations, setting up records, ete., the exact 
amount to be arrived at by an appraisal of 
the services rendered. Minimum of $50 ex- 
clusive of legal services and disbursements. 

Certification Charges. Temporary bonds 
or notes of large denominations should be 
authenticated as part of the initial fee. 

For the authentication of temporary bonds 
or notes in small denominations to be ex- 
changed later for definitive bonds: 30 cents 
per $1,000 par each, 20 cents per $500 par 
each, and 10 cents per $100 par each. 

For the issuance of bankers receipts, in- 
terim receipts, or trust receipts, against the 
deposit of bonds, 50 cents each; against cash, 
25 cents each, if cash remains on deposit 
15 days or more, otherwise 50 cents. For 
assorting, listing and cremating bankers re- 
ceipts, interim receipts and trust 
and interest warrants detached 
charge the regular cremation rates. 

For the authentication of definitive bonds 
or notes: 50 cents per $1,000 bond or note; 
50 cents per $500 bond or note; 20 cents per 
$100 bond or note. (The question of a mini- 
mum fee is a matter for discussion. ) 


receipts, 
therefrom, 


Annual Fees 

For ordinary services as trustee of unse- 
cured note or debenture collateral 
trust, equipment trust indentures or real 
estate mortgages, where no specific duties to 
be performed each year by the trustee: 
On authorized issues up to $200,000, par 

value, $25 per annum. 


issues, 


On authorized issues up to $200,000 to $500,- 
000, $50 per annum. 

On authorized issues up to $500,000 to $1,000,- 
000, $75 per annum. 

On authorized issues up to $1,000,000 to 
$3,000,000, $100 per annum. 

On authorized issues up to $3,000,000 to 
$5,000,000, $150 per annum. 

On authorized issues over $5,000,000, $250 
per annum. 

(It is to be understood that under inden- 
tures providing for the issuance of bonds in 
two or more series, the same rates will apply 
to each series as though separate indenture.) 
For Holding Stock as Collateral. 
$100 for the first, $1,000,000 par value per 

annum. 
$50 each on the 
per annum. 
each on the next, $5,000,000 par value 
per annum. 
$12.50 each on all 

value per annum. 

Possible Services. Statements to company 
and its auditors, vault space, substitutions, 
collections and disbursements, proxies. 

Note: If the collateral is all in one piece 
or very few pieces, or if there is no activity 
or very little activity in connection with 
collateral, the above schedule should be eut 
in half, with a minimum fee of $25. 

For Holding Bonds as Collateral. One- 
twentieth of one per cent.—Minimum annual 
charge of $25. 


next, $4,000,000 par value 


$25 


D ad 


above, $10,000,000 par 


Possible Services. Statements to company 
and its auditors, cutting and collection of 
coupons, or cutting, cancellation and deliv- 
ery of coupons, substitutions, vault space. 
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IN THE NATION’S CAPITAL 


The American Security and Trust Company 
is the largest Trust Company. 


Over thirty-seven years of experience in the 
successful conduct of every phase of Banking 


AMERICAN SECURITY’ 


AND TRUST COMPANY 


Fifteenth and Pennsylvania Avenue, 





Five Convenient Banking Offices 
Capital, Surplus and Undivided Profits over $6,500,000 
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Washington, D. C. 





For Holding Uncertified Bonds. Bonds 
held for future certification and delivery ex- 
cepting bonds held for purpose of exchange 
for bonds of other denominations, a charge 
at the rate of $50 per annum for each 500 
pieces so held. 

Purchases and Redemption. For the re- 
demption of bonds or notes at maturity, or 
by call as a whole of the entire amount out- 
standing, one-twentieth of one per cent of 
the principal amount of the bonds or notes 
redeemed, with a minimum fee of $10. 

For the purchase of bonds or notes for 
account of the sinking fund by advertising 
for sealed offerings, or in the open market 
without advertisement, one-tenth of one per 
cent of the principal amount of the bonds or 


notes so redeemed, with a minimum fee of 
$10. 


For the redemption of bonds or notes by 
call by lot of part of the issue outstanding, 
one-tenth of one per cent of the principal 
amount of the bonds or notes so redeemed 
with a minimum fee of $10. 

In lieu of the above fees, funds so to be 
used in the purchase or redemption of bonds 
may be deposited with the trustee without 
interest two weeks in advance of the date 
upon which they will first be subject to use, 


depending upon the character of the opera- 
tion involved. 

Conversion of Bonds Into Other Securities. 
One-tenth of one per cent of the par value 
converted with a minimum annual fee of $10 
to start from the date of the first conversion. 

Note: An additional amount may be 
charged for other services, such as the issue, 
purchase and sale of fractional warrants. 


ORGANIZATION OF LONDON IRISH 
TRUST, LTD. 

Cable advices from London recently ad- 
vised of the formation of the London Irish 
Trust, Ltd. F. R. A. Shortis, vice-president 
of the Guaranty Trust Company of New 
York, in charge of one of the company’s Lon- 
don offices for many years, will be chairman 
of the board. The new company will have 
an authorized capital of £1,000,000. 

Other members of the board of directors 
will be Sir Henry Forde of Waterford, direc- 
tor of the Great Southern Railway of Ire- 
land: Sir Allan Burgoyne, director of the 
Army and Navy Cooperative Society, Ltd.; 
Sir Robert Lynn, M. P. for Belfast; Sir Ed- 
mund Russborough Turton, director of the 
Midland Bank, Ltd., and M. C. Harman, 


chairman of the Rock Iny2stment Co., Ltd. 
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A BUSINESS MAN usually 
knows one business thoroughly 
his own. A Banker has a knowl- 
edge of many. Frequent friendly 
talks with one another are mu- 
tually helpful. 


Bond D=partment Foreign Department 
Trust Department 


GARFIELD 


NATIONAL BANK 


Fifth Ave. and 23d St., New York 





BIG INCREASE IN GENERAL MOTORS 
SALES 

Since the introduction of new lines of 
General Motor cars, notable in the Chevrolet, 
Oldsmobile-Pontiac, Buick and Cadillae divi- 
sions, the demand from dealers has exceeded 
the capacity of plant production, August set 
a new high record for any month in the his- 
tory of the corporation with 134,231 cars 
sold by the car manufacturing divisions. Sep- 
tember sales to dealers totaled 138.360. For 
the nine months ending September 30th, sales 
totaled 996,321, an increase of 63 per cent 
over the sales for the same period last year. 

When General Motors recently paid the 
50 per cent common stock dividend, together 
with the regular quarterly dividend of $1.75 
cash on the common stock for the third 
quarter, there were 27,446 common _ stock- 
holders of record who received disbursement. 

A new General Motors subsidiary, Frigid- 
aire Corporation, has been incorporated un- 
der the laws of Delaware to take over dis- 
tribution and sale of electric refrigerators 
manufactured by the Deleo-Light Company. 
This subsidiary has been created to segre- 
gate the electric refrigerator from the elec- 
tric light plant business of the Delco-Light 
Company at Dayton, Ohio. 


36 Years 


of individual atten- 
tion in personal trust 
and banking business. 


FULTON 
TRUST COMPANY 


OF NEW YORK 
149 Broadway 
Established 1890 


Member Federal Reserve System 


OFFICERS 
EDMUND P. ROGERS 


President 
CHARLES M. VAN KLEECK 
Vice-President 
ARTHUR J. MORRIS 
Vice-President 
PERCY W. SHEPARD 
Secretary 
JOHN A. MACK 


Assistant Secretary 


HAROLD P. SPURR 


Assistant Secretary 


DIRECTORS 
Lewis Spencer Morris, 

Chairman 
Lispenard Stewart 
Charles S. Brown 
J. Roosevelt Roosevelt 
Robert Goelet 
Frederic de P. Foster 
Alfred E. Marling 
Howland Pell 
Charles M. Newcombe 
Robert L. Gerry 
Edward De Witt 
John D. Peabody 
Charles M. Van Kleeck 
Stanley A. Sweet 
George F. Butterworth 
Arthur J. Morris 
Warren Cruikshank 
William G. Ver Planck 
| Edward: C. Cammann 
Bernon S. Prentice 
Edmund P. Rogers 
| Franklin B. Lord 

Howard Elliott 
Russell E. Burke 
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OFFICERS OF FINANCIAL ADVERTISERS 
ASSOCIATION 

The following officers were elected for the 
ensuing year at the recent annual conven- 
tion of the Financial Advertisers Associa- 
tion: President, C. H. Handerson, pub- 
licity director of the Union Trust Company, 
Cleveland; first vice-president, H. D. Hodapp 
of the National City Bank, New York City: 
second vice-president, Kline L. Roberts of 
the Citizens’ Trust Savings Bank, Columbus, 
Ohio. 

Clinton F. Berry, assistant vice-president 
of the Union Trust Company, Detroit, was 
made a member of the commission repre- 
senting the association in the International 
Advertising Association. C. H. Weteerau of 
the American National Bank of Nashville 
was elected third vice-president and E. A. 
Hintz of the Peoples’ Trust and Savings 
Bank, Chicago, was retained as treasurer. 

The Financial Advertisers Association made 
a wise selection in electing as its president for 
the ensuing year, C. H. Handerson, publicity 
manager of The Union Trust Company of 
Cleveland. He is one of the outstanding 
figures in the field of financial advertising 
experts and his zealous efforts in advancing 
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the interests of the Financial Advertisers’ 
Association entitle him to the honor that its 
members have bestowed upon him. He has been 
one of the “inner council’ in that organiza- 
tion who have shaped its policies and de- 
veloped its usefulness. He has been a direc- 
tor of the Association for a number of years 
and has for several terms represented the 
F. A. A., on the National Advertising Com- 
mission of the Associated Advertising Clubs. 

As publicity manager of the Union Trust 
Company of Cleveland, the office which Mr. 
Handerson has held since the formation of 
the Union Trust Company in 1921, he has 
become a prominent figure in Cleveland’s 
advertising circles and has become particu- 
larly well known to business executives 
throughout the district through editorship 
of “Trade Winds,” the Union Trust Com- 
pany’s business magazine. 

Mr. Handerson is furthermore a director 
of the Cleveland Advertising Club and presi- 
dent of the Cleveland Financial Advertisers 
Association. Before entering bank advertis- 
ing Mr. Handerson was advertising manager 
of the Cleveland Twist Drill Company and 
before that he was connected with the H. 
Black Company, Fuller and Smith, and the 
Class Journal Company. 
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TANGIBLE ACHIEVEMENTS BY FINAN- 
CIAL ADVERTISERS ASSOCIATION 


As retiring president of the Financial Ad- 
vertisers Association it was the privilege of 
Carroll Ragan, publicity manager of the 
United States Mortgage & Trust Company of 
New York, to survey the tenth year’s work 
of that organization at the recent annual con- 
vention in Detroit. Mr. Ragan’s administra- 
tion was one of the most constructive in the 
history of the Association, yielding a greater 
degree of cooperative effort, the inauguration 
of new phases of service and very apprecia- 
ble progress in fulfillment of the organiza- 
tion’s high aims. 

In the course of his presidential address 
at the Detroit convention, Mr. Ragan said: 

“Among advertising men in other lines, I 
find that the Financial Advertisers Associa- 
tion is known as a serious organization. We 
submit with complacency to this gentle in- 
dictment. To write better advertisements, 
to produce better books, to originate more 
effective campaigns, to interpret our banks, 
trust companies and investment houses in 
such a manner as to make them not only 
available, but necessary to the readers of 
the printed word, cannot be classed as any- 





thing short of serious. Our conventions are 
becoming vastly more important from year 
to year because they are serious and helpful. 

“The Financial Advertisers Association, 
founded in 1916, has just completed one of 
its most interesting and promising years. As 
to the promising phase, I refer to certain 
new and pioneering efforts which, when re- 
duced to their essentials, will be found to 
reveal a sincere purpose to help the indi- 
vidual member to render better service to 
his institution and his community. The 
chance to blaze new trails is one of the 
great lures of any calling. In ours there are 
always plenty of adventures to be met with 
and many of us have had our share. 

“The year just closing has served to bring 
out in clearer relief than ever, the unselfish 
interest and ready cooperation of such men 
as Fred Ellsworth, Charley Wetterau, Guy 
Cooke, Al Bryson, Bob Izant, Clint Berry, 
Fred Staker, Gus Handerson, Fred Gehle, 
Paul Hardesty, Kline Roberts and a host of 
others who are never too busy to give time 
and thought to Association problems. It 
would be difficult to imagine the Association 
functioning without the help and inspiration 
of these veterans.” 
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PRIMACY IN INTERNATIONAL FINANCE 

In the course of a recent address before 
the New York University Forum on “Ameri- 
ca’s Outlook on International Finance,”’ Pres. 
E. H. H. Simmons of the New York Stock 
Exchange, said: 

“Recently there has been much rather fu- 
tile discussion concerning the primacy of the 
financial centers of London and New York. 
But I confess that I am not very deeply in- 
terested in the question of which is larger 
or greater than the other. I am more con- 
cerned that both London and New York, as 
well as the other leading financial centers of 
today, should work in a closer partnership 
than ever before to provide a more effective 
financial leadership in the modern world. 
There are very great common tasks which 
today lie ahead of us all—the restoration of 
sound and honest currencies everywhere, the 
elimination of the needless instabilities of 
trade and credit alike, and the establishment 
of strong and enduring foundations for a 
wider diffusion of wealth, and a higher type 
of civilization in the days to come.” 


Organization of the Goldfield State Bank 
& Trust Company of Goldfield, Ia., was com- 
pleted recently with J. E. Richardson, presi- 
dent. 


Your responsibility as a trustee does 
not end with Property Value Insur- 
ance ... It may save you serious 
difficulty to provide Rental, Use and 
Occupancy or Business Interruption 
Insurance so absolutely essential 
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EDUCATION PAYS 
Addressing the Birmingham (Ala.) Chap- 
ter of the American Institute of Banking, 
Walter E. Henley, president of the Birming- 
ham Trust & Savings Bank, spoke on bank- 
ing as a profession and in the course of his 
remarks said: 


“Banking is a profession just as much as 
law or medicine,’ said Mr. Henley, “and it 
takes as much study for a banker to properly 
equip himself as it does a lawyer or a doc- 
tor. It is true that a good many successful 
men and women did not acquire a college 
education, but when we consider the fact 
that only 2,000,000 of our national popula- 
tion of 110,000,000 to 115,000,000 hold col- 
lege diplomas, and that out of the 600 men 
now in Congress approximately 50 per cent 
of them are college graduates, it is proof 
that education pays.” 


Milburn P. Kelley, president of the Louis- 
ville Bedding Company has been elected a 
member of the board of the Louisville Trust 
Company of Louisville, Ky. 


The Bankers Trust Company has opened 
for business at St. Augustine, Fla., with 
capital of $100,000 and $50,000 surplus. L. O. 
Larson is chairman of the board and Paul T. 
Bearer, president. 


Pi 


AD 





au 
at 
ev 
tic 


ne 








a ae See ee he wR, 


TRUST 
TESTIMONIAL DINNER TO HARRY E. 
WARD 
Harry E. Ward, president of Irving Bank 
and Trust Company, was the guest of honor 
at a dinner in the Park Lane Hotel on the 
evening of October 14, given in commemora- 
tion of the twenty-fifth anniversary of his 
association with that institution. The din- 
ner was attended by nearly two hundred 
persons, including the members of the Board 
of Directors, officers of the company, and 
members of the Advisory Boards of the ya- 
rious Irving banking offices throughout the 

city. 

Lewis E, Pierson, chairman of the board, 
presided at the dinner. A handsome watch 
to commemorate the occasion was presented 
to Mr. Ward by Daniel W. Whitmore, direc 
tor, representing the board.. 





Harry E. WARD 


President, Irving Bank & Trust Company of New York, 
who has completed twenty-five years of association with 
that bank 


Mr. Ward was born in New Haven, Con- 
necticut. After attending the Morgan School 
at Clinton, Connecticut, he entered Yale and 
was graduated in 1901, with the degree of 
Bachelor of Arts. In the same year he ac- 
cepted a position with the New York Na- 
tional Exchange Bank, beginning at the “bot- 
tom of the ladder.” In 1907, when the New 
York National Exchange Bank and the Irv- 
ing National Bank were merged, he was 
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promoted to the rank of assistant cashier. 
Three years later, he became cashier, and 
in 1914 was promoted to vice-president. He 
became a member of the Board of Directors 
in 1916. In the meantime, in 1911 the Irving 
National Exchange Bank had changed its 
name to Irving National Bank, and on Janu- 
ary 19, 1919, Mr. Ward was elected president 
of the institution. This position he has held 
through the successive mergers of the Irving 
National Bank with the Irving Trust Com- 
pany, and of the Irving National Bank and 
the Columbia Trust Company in 1925. 


The recently opened Murray Hill Trust 
Company, located at 279 Madison avenue, 
New York, reports excellent progress with 
deposits of over $1,000,000 on the opening 
day. 

Guaranty Trust Company of New York 
has been appointed registrar for the 6 per 
cent cumulative preferred stock, Series A, 
of $100 par value, and common stock of no 
par value of the Columbia Gas & Electric 
Corporation and transfer agent for 150,000 
shares of Class A stock and 400,000 shares of 
Class B stock, both without nominal or par 
value of the the Trinidad Oil Fields, Ine. 
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EQUIPPED 


-- to efficiently represent financial 


institutions in estate matters 


Through its various departments, The Old 
National Bank & Union Trust Co. is 
adequately and efficiently equipped to 
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ELECTED PRESIDENT. OF ALBANY TRUST 
COMPANY 

Alonzo P. Adams, Jr., has been elected 
president of the Albany Trust Company, suc- 
ceeding Charles H. Bissikummer, Sr., re- 
signed. Mr. Adams was born in Albany in 
1882. Starting at the bottom, he worked 
his way through every position the bank had 
to offer until he became vice-president and 
secretary. Three years ago Mr. Adams re- 
signed his position with the Albany Trust 
Company and was elected a vice-president 
of the New York State National Bank. Mr. 
Adams now returns to the bank in which he 
started work as president. 

The Albany Trust Company will shortly 
be merged with the First National Bank, of 
which John A. Becker is president. The 
merged banks contemplate a large addition 
to their combined banking quarters. 





John H. Mason, chairman of the Bank of 
North America & Trust Company, Philadel- 
phia, has been elected a director of the 
Union Traction Company. 

Troy Beatty, Jr., is the new trust officer 
of the First National Bank of Memphis, 
Tenn. This is a newly created department 
of the First National Bank. 


age Po a represent financial institutions and non- 

: residents in estate matters, being author- 
a ized by law to act as Executor, Adminis- 
trator, Guardian and Trustee. Inquiries 
are invited. 


The Old National Bank 
& Union Trust Co. 


of Spokane 








ALONZO P. ADAMS 
Elected President of Albany Trust Co., Albany, N.Y. 
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PROGRESS OF THE FULTON TRUST 
COMPANY OF NEW YORK 

An increase of 60 per cent in deposits with- 
in the last two years is the somewhat excep- 
tional record established by the Fulton Trust 
Company of New York City. The explana- 
tion for such growth may be traced chiefly 
to the progressive policies developed by 
Lewis Spencer Morris, chairman of the board, 
and to Edmund Pendleton Rogers, who in 
March, 1925, became president, succeeding 
the late Henry C. Swords, who founded the 
company in 1890. 





E. P. ROGERS 
President Fulton Trust Company of New York City 


Mr. Rogers is one of the most versatile 
and active of the younger bank and trust 
company presidents of the metropolis. Not 
only has he made a name for himself in 
banking circles. but he has also had an in- 
teresting and successful career as a college 
man, sportsman and executive. He was born 
July 28, 1882, at Hyde Park-on-Hudson, N. Y., 
the son of Archibald and Anne Caroline 
Coleman Rogers. He was educated at Gro- 
ton School and Yale University, taking his 
B. A. degree at the latter institution in 1905. 
In January, 1906, he entered the employ of 
the banking firm of Maitland, Coppell & Com- 
pany, New York, beginning as runner and 
successively filling the position of assistant 
paying teller and head of the corporate stock 
department and fiscal agency. In 1908 Mr. 
Rogers, with Aymar Johnson and Chalmers 


Bu 


Affiliated With 
Miami’s Oldest Bank 


Send your Miami-bound friends to 
us for trust and tax service. 
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Wood, Jr., formed the Stock Exchange firm 
of Johnson, Wood & Rogers. He retired 
from this firm in 1913. 

In 1916, Mr. Rogers went with the Union 
Trust Company of New York, later the Cen- 
tral Union Trust Company, becoming assis- 
tant secretary in 1917 and later a vice-presi- 
dent. On March 19th, 1925, he was elected 
a director and president of the Fulton Trust 
Company and is also a trustee of the Bank 
for Savings in the city of New York. 

Mr. Rogers was a sergeant at the first 
Citizens Military Training Camp at Platts- 
burg, August, 1915. He was at the Field 
Artillery Central Officers’ Training School 
at Camp Zachary Taylor, Louisville, Ky. 
In 1916 he married Edith January Elliott, 
who was the daughter of Mr. and Mrs. How- 
ard Elliott and who died in 1919. Mr. 
Rogers has two sons, Edmund Pendleton 
Rogers, Jr., and Howard Elliott Rogers. 

The Grand Rapids Trust Company of 
Grand Rapids, Mich., is preparing to move 
into its handsome new building which is of 
the skyscraper type. 

The West Orange Trust Company recently 
opened for business in West Orange, N. J., 
with capital of $175,000 and $25,500 surplus. 
Walter D. Van Riper is president. 
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TRUST COMPANY 


PORTLAND, MAINE 
Member of Federal Reserve System 


Offering a complete and efficient departmental service to 
banks, corporations, firms and individuals. Investigation of 
our facilities is cordially invited. 


RESOURCES Trust Department 


$21,000,000 $13,500,000 
Trustee of Mame Charity Foundation 





MERGER OF THE IRVING BANK AND TRUST COMPANY OF NEW 
YORK WITH THE AMERICAN EXCHANGE-PACIFIC 
NATIONAL BANK 


Another big bank and trust company mer- 
ger has provided an anti-climax to the open- 
season for important consolidations in New 
York City. The latest consolidation affects 
the Irving Bank and Trust Company with 
the American Exchange-Pacific National 
Bank, resulting in an institution with re- 
sources of approximately $735,000,000 and 
creating the third largest among the banks 
and trust companies of New York City. This 
announcement follows closely upon the ac- 
quisition of the National Butchers and Drov- 
ers Bank by the Irving Bank and Trust Com- 
pany. The increase in capital provided by 
that merger will now be supplemented by 
further increase to take care of the Ameri- 
ean Exchange-Pacific National absorption 
which will give the Irving Bank and Trust 
Company a capitalization of $32,000,000 and 
with surplus and undivided profits aggre- 
gating a combined capital fund of $58,000,000. 

The respective boards of directors of the 
Irving Bank and Trust Company and the 
American Exchange-Pacific National have 
voted to recommend the merger of these in- 
stitutions to the stockholders. The title of 
the consolidated organization will be the 
American Exchange Irving Trust Company. 
Under the terms proposed, the capital stock 
of Irving Bank and Trust Company will be 
increased by 100,000 shares and issued to 
American Exchange-Pacific National Bank 
shareholders who, for the entire assets of 
their bank, and their proportion of “B” 
stock of the American Exchange Securities 
Corporation, will receive $70 cash and one 
and one-third shares of Irving Bank and 
Trust Company stock in proportion to each 
share of stock of American Exchange-Pacific 
Natienal Bank held. 


The plan provides that Lewis E. Pierson 
be chairman of the board; Lewis L. Clarke, 
chairman of the Executive Committee and 
Harry E. Ward, president; also that Walter 
H. Bennett, Theodore H. Banks and O. H. 
Cheney will be vice-presidents, and the en- 
tire official and clerical staffs of both in- 
stitutions will be taken into the continuing 
company. 

In a statement following the meetings, 
Lewis E. Pierson said: “This merger will 
bring together two institutions which have 
long been prominently identified with the 
banking activities of New York. While note- 
worthy from the standpoint of size, the chief 
importance of the merger will be placing at 
the service of customers an augmented bank- 
ing power and facilities for world trade, to- 
gether with complete personal and corporate 
trust, as well as securities service. The com- 
mercial banking methods developed by both 
institutions will go on unchanged, and the 
intimacy of personal relationship with cus- 
tomers will not be disturbed.” 

The Irving, which was founded in 1851, 
has banking offices at seventeen locations in 
Greater New York. The American Exchange 
was founded in 1838. In addition to its main 
office at 128 Broadway it has six branches, 
all in Manhattan. The branch at 42d street 
and Park avenue is its central office for up- 
town business. 


Morgan J. O’Brien, senior member of 
O’Brien, Boardman, Fox and Early, has 
been appointed upon the Distribution Com- 
mittee of The New York Community Trust 
by Charles M. Hough, senior judge of the 
U. S. Circuit Court of Appeals. 
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RAILROAD CONSOLIDATION ACT 


‘Continued from page 536) 
present large railway systems are made up by 
reason of the consolidation of numerous 
smaller companies. In 1890, legal restraint 
arrested this development which too broadly 
extended and emphasized the principles of 
competition. This natural process of con- 
solidation should be permitted to go forward, 
subject to supervisory jurisdiction of the 
Interstate Commerce Commission, to the ex- 
tent of maintaining competition and preserv- 
ing so far as possible the present channels 


of trade. If this process had not been ar- 


rested some years ago by prohibitory legis- 
lation the nation’s natural railroad evo- 
lution would have automatically disposed 


of this question of consolidation. * * * 


Knowing that the successful systems of 
today are but the logical and natural out- 
growth of consolidations, we believe that 
the further legalized grouping of the rail- 


roads of the country into a limited number of 
strong and efficient systems which will, as 
far as practicable, maintain existing routes 
and channels of trade and commerce, and 
preserve as between themselves the advan- 
tages of effective competition, is a highly 
desirable course to common prosperity. 

As the Interstate Commerce Commission 
has amply demonstrated its ability to rule 
upon railroad questions, this committee be 
lieves their competency and specialized knowl- 
edge equip them to protect fully the public 
interests under a authorized vol- 
untary rail consolidations which should be 
encouraged, but not hastened, for one thing is 
most apparent: It will take the attrition of 
time to wear down and smooth over the dif- 
ficulties of consolidation without serious dis- 
ruption to our economic 


series of 


course. 

Weighing each case on its merits, the de- 
velopment of a uniformly stronger rail sys- 
tem, coordinated because of traffic relations 
and not for speculative purposes, will insure 
a progressive, competent and competitive 
transportation service at rates which will 
produce the maximum net results to the ship- 
per and carrier and the greatest expedition 
consistent with the comfort, convenience, 
and the paramount requisite of all, dispatch- 
with safety to the public. 

John G. Lonsdale, chairman, president Na- 
tional Bank of Commerce, St. Louis, Mo. 


John McHugh, president Chase National 
Bank, New York City. 


Robert F. Maddox, chairman Atlanta and 
Lowry National Bank, Atlanta, Georgia. 


Fred I. Kent, ex-officio member. 
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AN 
OUTSTAND- 
ING LOS 
ANGELES 
BANK 


HROUGH all the tremendous 

growth of Los Angeles in the last 
five years—growth in population and 
in both the number of and deposits in 
banks—Security Trust & Savings Bank 
has steadily held its proportion of de- 
posits. Excluding deposits in outside 
cities, Security holds more than ONE 
FIFTH of the total bank deposits of 
the city, in its Los Angeles offices and 
branches. 


DEPOSITS (all branches) over $225.,- 
000,000. 


More than 300,000 Depositors. 


FORTY-NINE locations, each branch 
a complete local BANK, on a carefully 
chosen site, all in the Los Angeles 
Metropolitan District. 

With this complete organization, cover- 
ing the entire Los Angeles field, Security 
offers to other banks, and to their cus- 


tomers, unexcelled facilities in every line 
of banking and trust service. 





Head Office, Fifth and Spring 
Los Angeles 
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“The Largest 
Trust Company 
in Kansas” 


the Great Southwest 


TRUSTS, INVESTMENTS, 
INSURANCE, FINANCING 


———_— 


Capital $1,000,000 





The 
Wheeler Kelly Hagny 
Trust Company 


Wichita. Kansas 








\ 


CAPITAL 
SURPLUS 
and UNDIVIDED 
PROFITS 
$4,390,000. 


AMERICAN 


TRUST COMPANY 


50 STATE STREET 


Boston, Mass. 


Member of Federal Reserve System 





RAND MC NALLY COMMERCIAL ATLAS 


The fifty-seventh edition of the Rand Mc- 
Nally Commercial Atlas Service for 1926 has 
been completed and is ready for delivery. 
Rich in economic and industrial statistics 
affecting all phases of commercial enterprise, 
it functions as an authentic index to trade 
conditions and tendencies. The daily prob- 
lems of distribution; territorial allotment 
and coverage; low-cost selling and advertis- 
ing; economical shipping, etc., are minimized 
through the use of this seasoned service. 
Outstanding among the many features of the 
Commercial Atlas Service are the 1925 cen- 
sus figures; a new series of railroad charts 
showing actual mileage on the map; new 
territorial maps for the entire Atlantic sea- 
board including Florida; county statistics 
alphabetically arranged, pertaining to agri- 
culture and industry. 

H. B. Clow, president of Rand McNally & 
Company, Chicago and New York, has an- 
nounced the appointment of Philip J. Syms 
as eastern advertising manager of the Rand 
McNally Banking Publications. Mr. Syms, 
born at Swindon, England, and educated at 
McGill University in Canada, has long been 
identified in financial advertising and pub- 
lishing circles. He was formerly advertis- 








ing manager of the Metropolitan Magazine 
and for several years was an account execu- 
tive of the J. Walter Thompson Company 
in New York. Since 1918 he has been ac- 
tive as a publishers’ representative, special- 
izing on financial publications with indepen- 
dent offices in New York. 

As eastern advertising manager of the 
banking publications for Rand McNally & 
Company, Mr. Syms will represent The Bank- 
ers Directory (Blue Book), The Bankers 
Monthly, The Bankers Service Bulletin, The 
Bankers Service Guide, and The Key to Nu- 
merical System of the American Bankers 
Association. 


W. Rudolph Cooper, who was associated 
with the Provident Trust Company of Phila- 
delphia since its inception in 1913, has been 
elected cashier of the National Shawmut 
Bank of Boston, to be in charge of branches. 


Trustees of the Bank for Savings of New 
York City have elected Lewis B. Gawtry, 
president, to succeed the late Walter Trim- 
ble. John Y. G. Walker was elected first 
vice-president to succeed Mr. Gawtry. Mr. 
Walker is also vice-president of the Central 
Union Trust Company of New York. 
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TRUST 
TRUST DEPARTMENT EARNINGS 


(Continued from page 404) 

—what ought a trust department profit to 
be—what can it be. In the first place, let 
us be reasonable in our expectations. Let 
us realize that we cannot hope to earn in 
comparison with departments having the 
use of great sums of the bank’s capital—let 
us realize that as long as we keep our ac- 
counts on a receipt and not an accrual basis 
our profits are likely to fluctuate tremen- 
dously and let us make up our minds that it 
is inevitable that owing to the nature of 
the business some divisions of our depart- 
ment will earn much more than others. 

I would like very much to be able to give 
you definite figures as to what trust depart- 
ments are earning and what they should 
earn. It is utterly useless to attempt to do 
so, however, because there is absolutely no 
fair basis or standard of comparison. Trust 
departmenfs vary in almost every essential 
particular. They vary, first of all as we 
have seen in purpose. Some are intended to 
be service departments—some are intended 
to earn money. They vary widely in theory. 

In our department, for example, we have 
two vice-presidents and an assistant 
president on the theory that much of the 
work is of an importance requiring the at- 
tention of officers of that grade. Yet we know 
of large and successful departments which 
on an equally definite theory contain no offi- 
cers of that rank. We know of trust de- 
partments located on the ground floor in 
proximity to the commercial depart- 
ment as well as trust departments located 
floors far removed from the other 
departments of the bank. I know of no just 
method of comparison, in rent charge for 
example, between a trust department occu- 
pying ground floor space in the loop district 
of Chicago, and a trust department occupy- 
ing upper floor space in a city of 100,000 
population. Some trust departments special- 
ize in a particular kind of business, in per- 
sonal trusteeships or in corporate trustee- 
ships, or in transfer agency work, while 
varied and diversified business. 
Some trust departments are but departments 
of great financial institutions doing commer- 
cial, savings, bond and other functions and 
they have the benefit of a great body of cus- 
tomers already affiliated with and favorable 
inclination towards the institution. Some 
trust companies, on the other hand, perform 
no other function than a trust business and 
must stand or fall on that alone. Some de- 
partments are spending large sums of money 
on new business which will not be fruitful 
for years to come. Some are not. 
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A good impression 


Thousands who never see 
your bank form their im- 
pressions from the kind of 


checks you use. 

Checks should show con- 
sideration for the safety of 
depositors. They should be 
good looking. Easy to write 
upon. And should feel sub- 
stantial and durable when 
handled. 

National Safety Paper ful- 
fills all of these qualifica- 
tions. Ask your lithographer 











George La Monte & Son 
Founded 1871 
61 Broadway, New York 





Some departments have the advantage of 
affiliation with an active securities depart- 
ment which can bring them a large amount 
of corporate business—others do not. Some 
trust companies are located in a city which 
has a great stock exchange, while most of 
them are not. I say, therefore, that not only 
as to amount of gross profit, but as to pro- 
portion of net profit, there is no just basis 
of comparison. 

In conclusion, let me say two things: 

1. That we need a uniform system of cost 
accounting so that trust companies in sub- 
stantially similar circumstances can have the 
benefit of each other’s experience in a given 
branch of the work. 

2. That while the trust business is a hard 
business—and a difficult business to make 
money in—it’s the finest business in the 
world with the brightest future of any that 
I know and that if we continue on our 
course—fighting on the one hand for a fixed 
and publicly known fee—and ever alert, on 
the other, to cut down our expenses to the 
lowest degree compatible with performing 
the service which it is our duty to render— 
we are going to reap in profits all we have 
just and reasonable ground to expect. 
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Mercantile Trust & Deposit Company 


OF BALTIMORE 


Established 1884—Forty-two years’ experience. 
Capital, Surplus, and Undivided Profits, $5,000,000. 


We Solicit Your Baltimore Account 


FRED. G. BOYCE, Jr., Vice-President 


A. H. S. POST. President 











APPOINTMENTS AS TRANSFER AGENT, REGISTRAR AND TRUSTEE 
UNDER CORPORATE INDENTURES 


Following are the latest appointments of 
trust companies and banks of New York City 
to act in capacities of transfer agent, regis- 
trar, trustee under mortgage for the issue of 
new securities, fiscal agent, etc. : 

The Farmers’ Loan & Trust Company has 
been appointed trustee for an issue of $35,- 
000,000 par value Illinois Central Railroad 
Company forty-year 4% per cent gold bonds, 
due 1966; transfer agent of the common 
stock of the Traveler Shoe Company; regis- 
trar of the prior preferred, managing pre- 
ferred and common stock of the Joint Inves- 
tors, Inc. 

The Central Union Trust Company of New 
York has been appointed trustee for Ameri- 
ean trust certificates representing shares of 
the capital stock of an initial issue of 10,- 
000,000 reichsmarks of Disconto Gesellschaft 
in Berlin; trustee for $5,500,000 (renewal) 
Havana Electric Railway Company twenty- 
five-year 51%4 per cent gold debentures, due 
on September 1, 1951; registrar for 40,000 
shares of Class A stock of the E. S. Evans 
Company, Inc. 

The National City Bank has been ap- 
pointed exchange agent of the 6 per cent 
debenture bonds of the Dartmouth Club Real 
Estate Corporation, and registrar of the com- 
mon and preferred stock of the General Bond 
and Share Corporation. 

The Bankers’ Trust Company has been ap- 
pointed agent for the payment of coupons 
of Florida East Coast Railway Company 
equipment 41% per cent, Series H certificates 
and for Denver & Rio Grande Western Rail- 
road Company equipment trust Series B cer- 
tificates and has been appointed co-agent with 
Continental Trust Company, Baltimore, for 
the payment of coupons of Continental Mort- 


gage Company; agent for the payment of 
coupons of Northern Ohio Traction & Light 
Company; agent for the payment of coupons 
of B. F. Keith Corporation, 

The Equitable Trust Company has been 
appointed transfer agent for stock of the 
Art Cinema Corporation; transfer agent for 
stock of the National Theatre Supply Co. 

The Bank of America, New York, has been 
appointed trustee of an issue of $5,000,000 
Compania Cubana three-year 6 per cent gold 
notes, due September 1, 1929, principal and 
interest guaranteed by the Cuba Company. 

The Empire Trust Company has been ap- 
pointed depositary for a general committee 
which will accept on deposit all bond issues 
sold or sponsored by G. L. Miller & Company, 
Inc.; registrar of the capital stock of the 
Castle Braid Company. 

The Irving Bank and Trust Company has 
been appointed trustee of $385,658.79 prin- 
cipal amount of equipment trust notes of the 
Mexican Petroleum Corporation, dated July 
15, 1926; depositary of an issue of $5,000,000 
per value first mortgage twenty-year 7 per 
cent sinking fund gold bonds of the Warner 
Sugar Refining Company. 

The National Park Bank has been ap- 
pointed transfer agent for 25,000 shares of 
preferred stock and 200,000 shares of com- 
mon stock of Real Silk Hosiery Mills, Inc. 

The New York Trust Company has been 
named trustee under agreement dated Au- 
gust 1, 1926, of Benenson Building Corpora- 
tion, securing a $9,800,000 first mortgage 5% 
per cent gold loan, due August 1, 1951. 

The National Bank of Commerce has been 
appointed transfer agent for the preferred 
and common stock of Oklahoma Natural Gas 
Corporation. 
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Ships Anchored in Mississippi River 
at New Orleans 


New Orleans 
XXIV 


World Trade 


More than 90 steamship lines 
operate from New Orleans con- 
necting this port with all the im- 
portant ports of the world. 

During the year 1925 exactly 
6,289 vessels with a to al net ton- 
nage of over 16,768,870 tons en- 
tered and cleared at New Orleans 
—"America’s second port." 


Hibernia Bank & Trust Co. 
New Orleans, U.S.A. 








The Chase National Bank has been ap- 
pointed registrar for 200,000 shares of the 
common stock and 25,000 of the preferred 
stock of Real Silk Hosiery Mills, Inc. 

The Bank of the Manhattan Company has 
been appointed registrar for preferred and 
common stock of the Universal Leaf Tobacco 
Company, Inc. 

The Chemical National Bank has been ap- 
pointed co-transfer agent for 268,589 shares 
of the common capital stock of the Peerless 
Motor Car Corporation; co-transfer agent of 
72,934 shares of preferred stock and 107,586 
shares of common stock of Universal Leaf 
Tobacco Company, Inc.;. transfer agent for 
20,000 shares of the preference stock and 
200,000 shares of the common stock of Gen- 
eral Bond and Share Corporation. 

The Seaboard National Bank has been ap- 
pointed trustee under an indenture securing 
$15,000,000 Oklahoma Natural Gas Corpora- 
tion first mortgage 6 per cent Series “A” gold 
bonds due July 1, 1946; co-registrar of the 
convertible preference and common stocks of 
Cellulose Products, Inec.; dividend disbursing 
agent for the preferred stock of Pennsyl- 
vania Gas & Electric Corporation. 

The Chase National Bank has been ap- 
pointed trustee for an issue of $1,500,000 
five-year 614 per cent sinking fund gold notes 


Specialized Service 
in the matter of active or inactive 
accounts, collections, bill of lad- 
ing drafts, investments, letters of 
credit and foreign exchange trans- 
actions—The Midland offers you 
this, together with an active 


interest in your requirements. 


MIDLAND BANK 


WILLIAMSON BUILDING 
CLEVELAND, OHIO 


Resources over 


26 Million Dollars 





of the National Theatre Supply Company; 
registrar of the Irving Bank and Trust Com- 
pany certificates of deposit for the first mort- 
gage sinking fund twenty-year 7 per cent 
gold bonds of The Warner Sugar Refining 
Company; registrar for 200,000 shares of the 
common stock and 25,000 of the preferred 
stock of Real Silk Hosiery Mills, Inc. 

The Seaboard National Bank of New York 
has been appointed trustee under an inden- 
ture securing $1,100,000 ten-year sinking 
fund 6% per cent gold bonds due September 
1, 1936, of Amalgamated Laundries, Inc. 

Chatham Phenix National Bank and Trust 
Company of New York has been appointed 
transfer agent of an issue of 600,000 shares 
of common stock without nominal or par 
values, of the J. K. Mosser Leather Corp. 

McPherson Browning, former manager of 
the Detroit office of Prudden & Company, 
has become associated with the bond depart- 
ment of the Detroit Trust Company. 

Wallace L. Durant has become associated 
with the New York office of the Guardian 
Detroit Company, Inc. 

William Robert Wilson, president of the 
Guardian Trust Company of Detroit, is 
chairman of the general committee for the 
National Safety Congress, which meets in 
Detroit. 
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| Guaranty Trust Company 


of New York 


140 Broadway 


LONDON PARIS BRUSSELS LIVERPOOL HAVRE ANTWERP 





Condensed ‘Statement, September 30, 1926 


RESOURCES 

Cash on Hand, in Federal Reserve Bank and 
Due from Banks and Bankers................... $156,306,448.38 
U. S. Government Bonds and Certificates.......... 35,430,733.51 
RS SE TE ae 18,636,070.91 
ne eae ways bop 20,950,906.20 
Loans and Bills Purchased. . Sica ne veewaw » ae 
Real Estate Bonds and Dieteanes. 1 ee 1,664,000.00 
Items in Transit with Foreign Branches..........._7,117,029.58 
Credits Granted on Acceptances................... 40,770,961.83 
ee eee ean 8,044,029.26 
Accrued Interest and Accounts Receivable......... 5,704,185.94 
$678,062,954.78 

LIABILITIES 

Nt do sk eee Hie wads BN aie a iw asp $25,000,000.00 
a oi a ta wane kai Bel ees 20,000,000.00 
RI ot aa ae niece oa Ne ea 4,606,786.44 
$49,606,786.44 
Accrued Interest, Reserve for Taxes, etc............ 7,020,211.93 
ee eek Sew eb er ee wrens ss 40,770,961.83 
Outstanding Treasurer’s Checks................... 23,971,613.49 
Ne Vat ere ee ia i yc Subp aiw Vesiwd es 556,693,381.09 


$678,062,954.78 
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New York City 


INDUSTRIAL AND ECONOMIC SITUATION 
FAVORABLE 

Despite the fact that high levels of pro- 
ductive activity and of general prosperity 
have been consistently maintained for two 
years, and that during that time there have 
been elements in the situation that might 
have developed into positive adverse influ- 
ences, economic conditions in general re- 
main surprisingly free from the factors 
which ordinarily indicate the approach of a 
major decline in busines levels. Goods of all 
kinds are moving readily through the suc- 
cessive stages of distribution. Employment 
is large, and wages, instead of lagging be- 
hind the general price level, have advanced 
more rapidly than the cost of living, re- 
sulting in an unusually even distribution of 
purchasing power and of demand for the 
various classes of commodities. Consequent- 
ly, both industrial activity and prices are 
well balanced. 

The position of the banks is distinctly 
strong, notwithstanding the steady increase 
during the last five months in loans against 
security collateral. Money rates remain mod- 
erate, although some seasonal stiffening has 
already appeared and more is expected in 
the course of coming weeks. The usual au- 
tumn expansion of credit demand for the 
transporiation and marWting of crops and 
the financing of industrial and commercial 
expansion is the predominant factor in the 
money market at present, and will presum- 
ably remain so for the next two months. 

Except in the security markets, there is 
little evidence of speculation. Indeed, the 
course of commodity prices bears witness 
to the conservative buying policies of whole- 
sale and retail dealers. In building and real- 
estate, the speculative activity of a year 
ago appears to have subsided without en- 
tailing serious difficulties. A similar situa- 
tion exists with respect to labor, strikes 
being few.—(From current “Survey,” issued 
by the Guaranty Trust Co. of New York.) 


NEW YORK TRUST COMPANY STATE- 
MENTS REFLECT. UNABATED ACTIVITY 


Individual statements rendered by trust 
companies of New York City under date of 
September 30th afford every evidence of sus- 
tained and even increasing activity in finan- 
cial and fiduciary affairs. The Bankers Trust 
Company reports total resources of $492,561,- 
869 and deposits of $392,860,923. Capital is 
$20,000,000 ; surplus $20,000,000, and undivid- 
ed profits $14,555,845, the latter figure rep- 
resenting an increase of $1,512,000 since 
June 30th. 

The Farmers’ Loan & Trust Company re- 
ports combined resources of $186,879,615 with 
deposits of $143,020,105. Capital is $10,000,- 
000; surplus $10,000,000 and undivided prof- 
its $9,820,390. 

The United States Trust Company reports 
combined resources of $70,393,444; deposits 
$47,914,889; capital $2,000,000; surplus $12,- 
000,000 and undivided profits $7,563,398. 

The Fidelity Trust Company, which several 
months ago transferred its main office to the 
lower financial district in the Equitable 
Building, reports total resources of $55,235,- 
534; deposits $46,657,620; capital $4,000,000 ; 
surplus $2,500,000 and undivided profits of 
$654,488. 

The Lawyers Trust Company reports ag- 
gregate resources of $26,418,376; deposits 
$19,882,388 ; capital $3,000,000 ; surplus 
$3,000,000 and undivided profits of $394,089. 

The Title Guarantee & Trust Company re- 
ports combined resources of $76,617,124; de- 
posits $45,738,383; capital $10,000,000; sur- 
plus $14,000,000, and undivided profits of 
$4,580,223. 

The Fulton Trust Company reports re- 
sources of $16,821,482; deposits $14,254,615 ; 
capital $1,000,000; surplus $500,000 and un- 
divided profits $900,598. 

The American Trust Company reports re- 
sources of $56,505,129; deposits . $46,959,443 ; 
capital $4,000,000; surplus $2,250,000 and 
undivided profits of $1,083,440. 
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THE NATIONAL PARK BANK 
of NEW YORK 

214 BROADWAY 

Uptown Offices: Park Ave. and 46th St. Seventh Ave. and 32nd St. 


Banking In All Its Branches 


Established 1856 


Commercial and Travelers’ Credit issued; Cor- 
respondents in all principal Cities in the World. 
Foreign Exchange bought and sold. Corporate 
and Personal Trusts; Safekeeping of Securities; 


+ 





rrr tj 


DIRECTORS 


CHARLES SCRIBNER 
RICHARD DELAFIELD 
FRANCIS R. APPLETON 
CORNELIUS VANDERBILT 
GILBERT G. THORNE 
Tuomas F. VIETOR 


at moderate rental. 


Wie eo Ow ee caw e chown ewe wce cece nse s secs ene res eansess eeese nse sens. smeeneees 
eee em caer oageecseace= 


Collection of Income. Investment Service for 
Customers. Safes in our Safe-Deposit Vaults 


CAPITAL, SURPLUS AND 
UNDIVIDED PROFITS - $34,000,000 





Joun G. MILBURN 
WILLIAM VINCENT ASTOR 
JoserpH D. OLIVER 

Lewis Cass LEDYARD, JR. 
Davip M. Goopricu 
EuUGENIUs H. OUTERBRIDGE 
KENNETH P. Bupp 

Joun H. FULTON 

FRANK L. POLK 
BENJAMIN Joy 








BANK OF NEW YORK & TRUST COMPANY 
INCREASES DIVIDENDS 

Beginning with the last quarterly dividend 
distribution the stock of the Bank of New 
York and Trust Company was placed upon 
an annual basis of 24 per cent as compared 
with the previous rate of 20 per cent. An 
examination of the recent financial state- 
ments of this company shows that earnings 
have been increasing as well as volume of 
business. The September 30 report shows 
an increase of nearly twenty millions in 
deposits since the June 30th statement, 
carrying total deposits to the high mark of 
$121,459,181. Surplus fund and undivided 
profits increased since last June from $12,- 
996,550 to $13,199,907, with capital stock 
amounting to $4,000,000. Resources aggre- 
gate $151,086,256. 





MANUFACTURERS TRUST COMPANY 

The excellent earning capacity of the 
Manufacturers Trust Company of New York 
is reflected in an increase of over half a mil- 
lion in combined surplus and undivided prof- 
its during the three months ending Septem- 
ber 30, bringing total to $14,523,244, and 
with capital of $10,000,000. Resources total 
$235,231,881. Deposits amount to $202,100,- 
450, an increase of over two millions since 
the June 30 statement. 


CHASE NATIONAL CONSOLIDATING 
BRANCHES 

As a result of the merger of the Chase 
National Bank with the Mechanics & Metals 
National Bank some of the branches formerly 
conducted by both banks and which are 
located near each other will be consolidated. 
The first consolidation was that of offices 
maintained at 60th street and Madison ave- 
nue and at Park avenue and 60th, the former 
being transferred to the latter location which 
is the branch maintained by the Chase Na- 
tional. It is also planned to eventually aban- 
don the old Shoe and Leather Branch at 320 
Broadway and to move the business to the 
former Worth street branch of the Mechanics 
& Metals. Considerable discussion has also 
appeared as to propable plans for consolidat- 
ing the main offices in view of the fact that 
the site occupied by the former main office 
of the Mechanics & Metals is one of the most 
valuable in the downtown financial district. 





Guaranty Trust Company of New York has 
been appointed trustee, registrar and pay- 
ing agent under Northern Pennsylvania Pow- 
er Company first and refunding mortgage 
dated as of June 1, 1926, securing an unlim- 
ited authorized issue of first and refunding 
mortgage gold bonds. 
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Personal Service 
on Los Angeles Trusts 


Our Trust Department offers 

in Los Angeles the same spirit 

and policy of personal service 

which characterizes every func- 
tion of this bank. 


The Union Bank & Trust Co. 


has no branches 


UNION BANK & TRUST CO. 


OF LOS ANGELES 
SAVINGS COMMERCIAL 


EIGHTH AND HILL STREETS 
LOS ANGELES 


CAPITAL AND SURPLUS - - $1,900,000 
“The Bank of Personal Service” 
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GUARANTY TRUST COMPANY SCORES 
GAINS 

Substantial gains in deposits and earnings 
are evidenced by the September 30th financial 
statement of the Guaranty Trust Company of 
New York as compared with the June 30th 
returns. Deposits have increased from $519,- 
987.525 to $556,693,381. Surplus and undi- 
vided profits increased during the last three 
months from $23,250,452 to $24,606,786, with 
eapital of $25,000,000, giving combined capi- 
tal account of $49,606,786. Resources ag- 
gregate $678,062,954, including $156,306,448 
cash on hand, in Federal Reserve and due 
from banks and with loans and bills pur- 
chased amounting to $383,438,589. 





CITY TRUST COMPANY OF SYRACUSE 


One of the best managed upstate New York 
trust companies is the City Bank Trust Com- 
pany of Syracuse. The latest financial re- 
port shows combined resources of $35,956,763, 
including cash and due from banks of $2,320.- 
000; loans and discounts $24,637,092. De- 
posits amount to $29,093,254. The capital is 

2,500,000; surplus and undivided profits 
$1,366,192. 
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IN SYRACUSE 


is located the First Trust & 
Deposit Co.—a progressive 
institution with six offices 
through which it serves all 
parts of its prosperous and 
progressive city. It is also 
well equipped to handle 
any Syracuse or Central 
New York business for 
banks, business concerns 
and individuals anywhere. 


First Trust 
& Deposit Co. 


Carleton A. Chase, President 


Resources over $55,000,000 


SYRACUSE NEW YORK 











RULING ON NEW YORK INCOME TAX 
ON BANKS 

New York banks and trust companies will 
not be permitted to deduct in their 1926 
Federal income tax returns any allowance 
for the 4% per cent income tax newly im- 
posed by the State of New York, under a 
decision released by the Income Tax De- 
partment. The new state law becomes ef- 
fective on March 31, 1927, and hence, no lia- 
bility for the tax can accrue before that time, 
even though the levy is based on 1926 income. 
On December 31, 1926, therefore, there will 
be no liability for the tax, technically speak- 
ing, and accordingly, no deduction for it may 
be taken. Where the bank files its income 
tax return on the basis of a fiscal year end- 
ing subsequent to March 31, 1927, the situa- 
tion is quite the reverse and so the 4% per 
cent state tax may be accrued. 





With the announcement that the Chatham 
Phenix National Bank and Trust Company 
had become one of its trustees, the New York 
Community Trust has acquired first place 
among the fifty existing community trusts 
and foundations, with respect to the number 
of banks and trust companies participating 
as trustees. 
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In the State of New York all National and State 
banks, trust companies and other financial insti- 
tutions are now subject to state income tax. 
Constant knowledge of official rulings, regula- 
tions and decisions affecting determination of 
net income, ‘fair market value,” inventories, 
deductibility of losses, and so forth, is now as 
essential to the banking institution as to the 
business corporation. So now to the bank as to 
the business corporation a necessary adjunct to 
good management is The New York Tax Serv- 
ice—one of the Services of The Corporation 


A. F. MAXWELL ELECTED VICE-PRESI- 
DENT OF GUARANTY TRUST COMPANY 

W. C. Potter, president of the Guaranty 
Trust Company of New York, has announced 
the election of Archibald F. Maxwell as a 
vice-president of the company. Mr. Max- 
well is already well known in financial circles 
through his former connections here as sec- 
ond vice-president of the National Bank of 
Commerce, and more recently, as president 
of the Central National Bank of New York. 

Mr. Maxwell first entered the banking field 
as credit manager of the Mellon National 
Bank in Pittsburgh and came to New York 
in 1913 as manager of the Credit Depart- 
ment of the National Bank of Commerce, 
later becoming second vice-president. With 
the organization of the Central National 
Bank of New York in January, 1926, Mr 
Maxwell became its first president. 


Mr. Maxwell has been active in credit cir- 
cles for many years. He is a native of Dav- 
enport, Iowa, a graduate of Cornell College, 
Iowa, and member of Bankers Club. 


Philip G. Gossler, president and chairman 
of the Columbia Gas & Electric Company, has 
been elected a director of the Guaranty Trust 
Company of New York, succeeding Thomas E. 
Wilson, president of Wilson & Company, Inc., 
resigned. 


Trust Company, 120 Broadway, New York. 


EQUITABLE TRUST COMPANY’S MASSIVE 
NEW HOME 

Construction work is progressing rapidly 
and according to schedule on the great new 
building which is being erected for the Equit- 
able Trust Company on Broad street, oppo- 
site the New York Stock Exchange and ad- 
jacent to J. P. Morgan & Company. When 
this building is completed it will be the domi- 
nating architectural feature of the New York 
financial center. 

The September 30th financial statement of 
the Equitable shows constant progress. Re- 
sources aggregate $510,302,844; deposits are 
$407,124,815. The capital is $30,000,000; 
surplus and undivided profits $22,144,012, the 
latter total comparing with $21,468,392 
shown last June. 


Fred Berry has been elected president of 
the Bronx County Trust Company of New 
York. John M. Haffen, former president, is 
now chairman of the board. Edward R. 
Cohen, Harry Van Cook and C. C. Bogart 
are vice-presidents. The institution has re- 
sources in excess of $19,000,000. 

The Comptroller of the Currency has au- 
thorized the National Bank of Commerce in 
New York to establish an uptown office at 
Madison avenue and 39th street. 
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TRUST 


©The Mount Vernon 
Trust Company 


MOUNT VERNON, N. Y. 


The Bank of Individual Service 


‘Resources - - $18,000,000.00 


MAIN OFFICE: 
THIRD AVENUE AND FIRST STREET 


WEST SIDE OFFICE: 
MOUNT VERNON AVE. AND HIGH ST. 


EAST SIDE OFFICE: 
THIRD STREET AND FULTON AVENUE 





BROOKLYN TRUST COMPANY INAUGU- 
RATES FLATBUSH OFFICE 
Another link in the strong organization 
which composes the Brooklyn Trust Company 
was completed when the Flatbush office was 
recently opened for business at Church and 
Ocean avenues. The new office occupies a 
handsome building which possesses unusually 
attractive and homelike features. The event 
also marks the sixtieth anniversary year of 
the Brooklyn Trust Company which began 
business in 1866. A. K. Alford is manager 
and George Barnwell is assistant manager 
of the new Flatbush office, besides which the 
company conducts offices in the Wall street 
district, in the Bedford and Bay Ridge sec- 
tions, with main office at 177 Montague street, 

Brooklyn. 

The September 30th financial statement of 
the Brooklyn Trust Company shows the in- 
crease in capital from $1,500,000 to $2,000,- 
000 and also reveals an increase of over 
$4,000,000 in deposits to total of $54,023,793 
since last June. Resources total $66,873,403. 
Surplus is $3,500,000 and undivided profits 
$1.655,943. 


The Lawyers Mortgage Company of New 
York will inrease its capital from $9,000,000 
to $10,000,000, 
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THE FINANCE BILL 


When a New York bank borrows from Lon- 
don, it is usually done through the medium 
of a finance bill. When the rate of exchange 
rises above 4.88, the tendency is for gold to 
leave the country. But gold would not leave 
if the rate of exchange were lower. Very 
often the rate of exchange is lowered by an 
American bank drawing on an English bank, 
and creating a balance of credit in London, 
by exactly the same process as if exports 
were being shipped to England. Although 
this is only a temporary credit which must 
be paid back by the American bank, yet for 
the time being, the additional credit, being 
added to the supply tends to bring down the 
rate of exchange. And if the rate of ex- 
change is brought below the 4.88, the gold 
which ordinarily would have been exported, 
will stay in this country. 

The finance bill is thus especially useful, 
if it is realized that the high rate of ex- 
change is only temporary, and that in a short 
time rates will normally fall. The finance 
bill bridges over the interval between high 
and low rates, conserving the movement of 
gold. 


BANK OF THE MANHATTAN COMPANY 


An increase of $13,000,000 in deposits since 
last June is indicated in the September 30th 
financial statement of the Bank of Manhat- 
tan Company of New York, bringing total de- 
posits to $243,320,000. Resources total $287,- 
872,611, including cash on hand and in Fed- 
eral Reserve Bank $21,141,774; loans and 
discounts $140,674,908; U. 8S. Government 
bonds $20,296,259 ; other securities $8,221,245 ; 
due from banks $6,487,175; exchanges for 
Clearing House $65,017,277. Capital is $10,- 
700,000; surplus $10,700,000 and undivided 
profits $4,871,507. 


The Manufacturers Trust Company of New 
York has arranged for representation in San 
Francisco in connection with its investment 
department. Philip V. R. Schuyler has been 
appointed San Francisco representative with 
offices in the Mills Building. 


Melville M. Greig has been elected presi- 
dent of the National Service Bureau of New 
York, Ine. bank advertisers, succeeding his 
father, the late Robert Greig. 


An agreement has been approved for the 
merger of the Central Mercantile Bank and 
the National American Bank of New York, 
with combined resources of $40,000,000. 
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Unusual Facilities 


cA Circh 
of 


Service 


ECAUSE of our strong financial position and valuable 
affiliations we are enabled to offer our correspondents 


a broad Circle of Service and are often enabled to effect 
marked economies. 


AMERICAN 


TRUST COMPANY 


135 Broadway, New York 





IRVING BANK AND TRUST COMPANY OF NEW YORK ACQUIRES 
NATIONAL BUTCHERS AND DROVERS BANK 


ITH the recent changes in the title 

f the Irving Bank-Columbia Trust 

Company of New York to the more 
convenient name or Irving Bank and Trust 
Company, and subsequent to announcement 
of merger with American Exchange-Pacific 
National Bank, several important develop- 
ments have materially increased the 
of service and activities. Following formal 
approval by stockholders the National Butch- 
ers and Drovers Bank has been merged with 


scope 


4 the Irving Bank and Trust Company, the 
. change in title becoming effective Septem- 


ber 20th. 

As a result of the merger with the National 
Butchers & Drovers capital of the Irving 
sank and Trust Company of $17,500,000, 
will be increased to $22,000,000, and surplus 
and undivided profits from $14,500,000 to 
approximately $19,000,000. The institution 
now serves the public through nineteen fully 
equipped banking offices, the latest of which 
is made available by acquisition of the Na- 
tional Butchers & Drovers Bank, whose main 
office at 501 Seventh avenue (corner of 37th 
street) Manhattan, becomes the Seventh 
Avenue Office of the Irving Bank & Trust 
Company. The following named officers of 
the National Butchers & Drovers Bank have 
been elected officers of the Irving Bank & 
Trust Company and assigned to the Seventh 
Avenue Office: Max Rubin, vice-president ; 
Robert Sherwood, assistant vice-president, 
and John E. Schliesman, assistant vice-presi- 
dent. 

The eminent position occupied by the Irv- 
ing Bank and Trust Company among the 
nation’s leading banks and trust companies, 
is shown by the September 30 financial state- 
ment. This gives aggregate resources of 
$458,378,317 and deposits of $351,805,498. 

The Advisory Board of the Seventh Ave- 
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nue Office, formerly the National Butchers 
& Drovers Bank, is composed as follows: 
Abe Del Monte, president, Abe Del Monte & 
Company, Inc.; George F. 
dent; William M. 
treasurer, Garfield 
Pierson, chairman, 
Charles Pinnell, 
& Company, Inc. ; 


Gentes, vice-presi- 
Kennard, secretary and 
Worsted Mills; Lewis E. 

Board of Directors; 
president, Fred Butterfield 
Max Rubin, vice-president ; 


William Skinner, president, William Skin- 
ner & Sons; David Tishman, president, J. 
Tishman & Sons, Ine.; Israel Unterberg, 


president, I. Unterberg & 
Harry E. Ward, president. 

The business of the Third Street Office of 
the Butchers & Drovers Bank has been 
transferred to the Eighth Street Office of 
the Irving Bank & Trust Company at Eighth 
street and Broadway. 

John 8S. Sammis has been promoted from 
assistant vice-president to vice-president of 
the Irving Bank and Trust Company, and 
Harry Weiss from assistant secretary to as- 
sistant vice-president. 

> & & 

CITIZENS TRUST COMPANY OF UTICA 

Combined resources of $20,095.503 are 
shown in the September 30 statement of the 
Citizens Trust Company of Utica, N. Y., in- 
cluding U. S. Liberty, other bonds and securi- 
ties of $1,482,278: mortgage loans $675,669; 
other loans $15,112,265; cash on hand and 
with banks $2,266,138. Deposits total $17,- 
620,256. Capital is $1,000,000; surplus and 
undivided profits $1,203,153. 


Company, Inc. 


Elliott H. Lee and John B. Putnam, here- 
tofore assistant cashiers, have been appoint- 
ed second vice-presidents of the National 
Bank of Commerce of New York. Robert 


E. Broome and William W. Crehore, Jr., have 
been made assistant cashiers. 
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Chemung Canal 


Trust Company 
ELMIRA, N. Y. 


. 


ESTABLISHED 1833 


. 


Nearly 100 Years of 
Banking Service in the 
Chemung Valley 





ITALIAN DISCOUNT & TRUST CO. OF 
NEW YORK PURCHASED BY BANCITALY 
CORPORATION 
As a further step in comprehensive domes- 
tic and foreign banking operations the 
Bancitaly Corporation which is the holding 
company for the Bank of Italy of California 
and its numerous tributaries, has acquired 
by purchase the Italian Discount and Trust 
Company of New York City. The trust com- 
pany which was organized in 1918 and hav- 
ing resources of $25,000,000, will be consoli- 
dated with the Bowery and East River Na- 
tional Bank, giving the latter resources of 

about $100,000,000. 

The Bancitaly Corporation was incorporat- 
ed under New York laws in 1919 to take 
over the East River National Bank, one of 
the oldest banking institutions of the city. 
Later, the Commercial Trust Company of New 
York was purchased, and subsequently the 
Bowery Bank of New York City. Within the 
last year these three banks were combined 


under the name of Bowery and East River 
National Bank. 
The Bancitaly Corporation, one of the 


largest investment trust organizations in the 
world, owns stocks in banks of twelve for- 
eign countries and twenty-three cities of the 
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A Merger 


The First National Bank & Trust 
Company, founded in 1812, and 
the Oneida County Trust Com- 
pany, founded in 1864, con- 
solidated on September 27, 1926 
(with resources of over $24,000,- 
000.00) to form the 


FIRST BANK & TRUST CO. 
UTICA, NEW YORK 





United States. Net profits of the corporation 
in the six months ended June 30, last, after 
normal dividends, totaled $6,250,000, the 
equivalent to approximately $5 a share. 
Gross revenues amounted to $9,111,000. Dur- 
ing the six months fully paid capital was 
increased to $50,000,000 of $25 par-value 
stock, and surplus at the end of the period 
totaled $31,400,000, and undivided profits 
$8,850,000, 





EMPIRE TRUST COMPANY OF NEW YORK 

The Empire Trust Company of New York 
reports steady increase in volume of busi- 
The September 30th statement shows 
total resources of $85,206,791; deposits $76,- 
545,802; capital $4,000,000; surplus fund 
$2,000,000, and undivided profits $2,081,280. 


ness. 


Bryant W. Griffin, B.A., of the National 
Newark and Essex Banking Company of 
Newark, N. J., has been enlisted as a lec- 


turer for the educational course conducted 
by the New York Chapter, A. I. B. Mr. Grif- 
fin will lecture on “New Business for Banks.” 

Organization plans are progressing for the 
opening of the new Bedford National Bank 
and Trust Company of Brooklyn, N. Y. 
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Che 
Central Crust Company 


2. 2, 
~~ | 


TOPEKA, KANSAS 


Capital, Surplus and Profits 
over $600,000 
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MARINE TRUST COMPANY OF BUFFALO 

The rapid growth experienced by the Ma- 
rine Trust Company of Buffalo finds reflec- 
tion in the financial statement of September 
30th. Total resources have increased to 
$249,807,836, with loans and discounts of 
$131,311,686; cash and with banks $25,420,- 
866; U. S. bonds $27,526,750; other bonds 
and investments $44,865,229; mortgages $12,- 
961,495. Deposits aggregate $204,596,215 and 
represent service to an army of 150,000 de- 
positors. Capital is $10,000,000; surplus 
$10,000,000 and undivided profits of $5,849,- 
624. 

The Marine Trust Company sustained the 
loss of one of its most valued directors in 
the death of Charles Russell Huntley, who 
was president of the Buffalo General Elec- 
tric Company, one of the strongest and best 
managed public service corporations in the 
country. 

George F. Rand, president of the Marine 
Trust Company, has been elected a director 
of the Cleveland and Buffalo Transit Com- 
pany. 

Employees of the Bank of Buffalo of the 
Marine Trust Company recently tendered 
congratulations to one of their associates, 
Louis C. Olden, assistant treasurer, on the 
thirty-fifth anniversary of his connection 
with the bank. 

Gordon B. Cleversley, assistant secretary 
of the Bank of Buffalo branch, Marine Trust 
Company, has been promoted to be invest- 
ment officer in the trust department. 


Following the summer season the Cor- 
poration Trust Company of New York has 
resumed publication of the Corporation Jour- 
nal, which contains valuable information and 
references on matters of tax legislation, cor- 
poration law and judicial decisions. 


The Schenectady 
Trust Company 


SCHENECTADY, N. Y. 


Capital : 


Surplus and Profits ...1,069,453.75 


. ...-16,155,951.64 
v 


OFFICERS 


H. B. Boardman - - - = = President 
Edward T. Rue - - Vice-Pres. & Secretary 
J.J. Barringer - - - Vice-Pres. & Treasurer 
Willard D. Wemple - Asst. Secy. & Asst, Trear. 


Laurence G. Magner - - - = Asst. Treas. 


Edward D. Palmer - - - - = Cashier 


DIRECTORS 


J. R. Magarvey 
Francis C. Pratt 
Edward T. Rice 

E. Wilbur Rice, Jr. 
James P. Felton Charles 8. Ruffner 
Daniel F. Flinn Everett Smith 
James M. Gaffers E. MacD. Stanton 
John G. Green David A. Ter Bush 
Addison Keck W. W. Wemple 
Austin N. Liecty Edward C. Whitmyer 
J. R. Lovejoy W. H. Wright 


J. J. Barringer 
John G. Barry 
H. B. Boardman 
G. E. Emmons 


Largest Trust Company in the 
Mohawk Valley 








TO GUARD FOREIGN INVESTMENTS 

A permanent organization known as the 
Institute of International Finance, to safe- 
guard the interests of American holders of 
foreign securities has been established by the 
Investment Bankers’ Association of America. 
The institute will begin to function imme- 
diately as a clearing house and research or- 
ganization to gather and make available to 
banks and investors information from authori- 
tative sources on foreign investments held 
in this country. 


NEW YORK BREVITIES 

Stuart H. Patterson, comptroller of the 
Guaranty Trust Company of New York, has 
been appointed chairman of the Committee 
on Bank Costs of the New York State Bank- 
ers Association. 

The Guaranty Trust Company of New 
York also announces the appointment of Jo- 
seph D. Dent and Joseph McDonough as as- 
sistant secretaries, both at the company’s 
Fifth avenue office. 

Dwight P. Robinson, president of Dwight 
P. Robinson & Company, Inc., has been elect- 
ed to the Board of Directors of the Mort- 
gage Bond Company of New York. 


—A © 


In 
op 
tol 
to 





TRUST 


COMPANIES 575 


Che Bank of California 


Founded 1864 


cA national bank authorized by the laws of the United States and of the 


National Assoriation 


States of California, Oregon and Washington to act in all fiduciary capacities 


Offices at SAN FRANCISCO, CALIFORNIA; PORTLAND, OREGON ; 
TACOMA and SEATTLE, WASHINGTON 


Capital, Surplus and Undivided Profits over $17,000,000 





INTERSTATE TRUST COMPANY OPENS FOR BUSINESS IN WALL 
STREET DISTRICT 


With capital and surplus of $3,900,000 the 
Interstate Trust Company of New York 
opened for business on the morning of Oc- 
tober 14th as the first new trust company 
to enter the lists in the closely knit finan- 
cial purlieus of Wall Street in nine years. 
Former Governor of New Jersey, George S. 
Silzer, as president of the new 
headed the receiving line and the close of 
the opening day it was announced that de- 
posits were substantially in 
$3,000,000 capital. Most gratifying to the 
management were the testimonials of 
will received from banks and trust companies 


company, 


excess of the 


good 


of this as well as other cities. 
following 


The popular 
evidenced by the numerous 
visitors who thronged the attractive banking 
quarters which embrace the entire first floor 
of the Chamber of Commerce Building at 59 
Liberty street and within a stone’s throw of 
the Federal Reserve Bank Building. 

Special interest naturally attached to the 
opening of the Interstate Trust Company, 
first, because of the fact that it is the first 
bank or trust company in New York State 
to begin business with paidup capital of 
$3,000,000 and surplus of $900,000 and, sec- 
ondly, because of the intrepidity of its or- 


was 





BOARD OF DIRECTORS, INTERSTATE TRUST COMPANY, NEW YORK 
Seated: A. C. Fetterolf, E. N. Brown, George S. Silzer, President, and former Governor of New 


Jersey; De Witt Millhouser, James A. Kenny, Isaac Alpern. 


Standing: John W. Doty, Ralph 


Wolph, Carleton H. Palmer, John W. Burrows, Eugene P. Thomas. 
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ganizers in launching the enterprise in what 
is the most closely congested and most highly 
competitive banking center of the country. 
The optimism and faith expressed by Presi- 
dent Silzer and his associates, backed by an 
exceptionally strong board of directors, 
shows that no misgivings are entertained on 
this score. The distinctive feature of policy, 
announced by the officers, is that the Inter- 
state will be a “direct contact bank’? where 
no customer's claims or no accounts will be 
too trivial to receive the personal attention 
of officials. Personal service will be the 
chief aim, according to President Silzer, who 
made the following comment on the aims 
and policies of the company : 

“T personally believe and the officers and 
directors concur in the opinion, that there 
is a sufficient amount of new business, which 
is at present unattached from close banking 
affiliations, to sustain an institution the size 
of ours. Many new corporations and _ busi- 
ness enterprises have been organized since 
the war which could be better served by a 
new institution with progressive policies. 
Also there are many individuals whose for- 
tunes have grown considerably since the war 
who at the present time are without per- 
sonal banking service. 

“We have started well and we have great 
ambitions concerning the future growth of 
our organization, but as our opening day 
announcement says, we will never grow too 
large to serve our customers directly, per- 
sonally and promptly. The officers of the 
institution are one in the belief that a bank 
may be busy without being brusque, that it 
may enjoy high prestige without being aus- 
tere. 

“As our name implies, our activities will 
not be confined to the limits of the New 
York metropolitan district. We will endeavor 
to gain the good will of bankers in all sec- 
tions of the country and will derive great 
pleasure from cultivating the closest pos- 
sible relations with out-of-town banks and 
particularly banks in nearby districts in 
New York and New Jersey.” 

The complete list of officers and directors 
follows: President, George S. Silzer, former 
governor and judge of the Circuit Court of 
New Jersey and chairman of the board of 
directors of the Broad and Market National 
Bank, Newark; Perth Amboy Trust Com- 
pany and New Brunswick Trust Company, 
New Jersey; vice-presidents: Isaac Alpern, 
president of the Perth Amboy Trust Com- 
pany and prominent in business circles in 
New Jersey: M. M. Stillman of Elizabeth, 
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formerly cashier of the Peoples National 
Bank, Elizabeth, a director of that institu- 
tion, and former chief examiner of the Fed- 
eral Reserve Bank of New York; assistant 
vice-president, John J. Quinn, formerly as- 
sistant secretary of the Perth Amboy Trust 
Company, and for sixteen years affiliated 
with Mr. Alpern in New Jersey business en- 
terprises; secretary, Paul C. Beardslee who 
for ten years was head of the trust depart- 
ment of the Farmers Loan and Trust Com- 
pany. In addition to secretary, Mr. Beards- 
lee will serve as trust officer of the new in- 
stitution. Treasurer Harry P. Aumack, for- 
merly head of the loan department of the 
Federal Reserve Bank of New York. 

The directors as elected up to the present 
time follow: E. N. Brown, chairman of the 
St. Louis & San Francisco Railway Company, 
and the Chicago, Rock Island & Pacifie Rail- 
way; Eugene P. Thomas, president, United 
States Steel Products Corporation; DeWitt 
Millhauser of Speyer & Company; A. Curtin 
Fetterolf, vice-president, International Mer- 
cantile Marine Company; John W. Doty, 
chairman of The Foundation Company; Sam- 
uel J. Bloomingdale, president of Blooming- 
dale Bros., Inc.; R. E. Breed, chairman, 
American Gas & Electric Company; Carle- 
ton H. Palmer, president E. R. Squibbs & 
Sons; Geo. S. Silzer, president Interstate 
Trust Company; Ralph Wolf, attorney, Hays, 
Hershfield & Wolf; Isaac Alpern, president 
Perth Amboy Trust Company; James A. 
Kenny, vice-president Wm. F. Kenny Com- 
pany; John W. Burrows, president Ameri- 
can Woolen Company of New York; William 
VY. Griffin, president of the Brady Security 
and Real Estate Corporation. 


A UNIFORM MORTGAGE LAW 

Various organizations are back of the 
movement to secure the enactment of a uni- 
form mortgage act in the various states. Sup- 
port comes from the American Bar Associa- 
tion, the Commissioners on Uniform State 
Laws, the National Association of Real Es- 
tate Boards and the Mortgage Bankers’ As- 
sociation of America. 

It is claimed that such a uniform act would 
facilitate the mortgage business, stimulate 
the flow of capital between states, make it 
easier to perfect titles and it would avoid 
much of the expense now involved in fore- 
closures due to ancient and cumbersome stat- 
utes. The principal benefits of uniformity in 
laws would accrue to borrowers. Prevention 
of delays would expedite business and reduce 
cost to mortgage companies. 
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THE 


Hanover National Bank 
OF THE CITY OF NEW YORK 


Corner Nassau and Pine Streets 
ESTABLISHED 1851 


CAPITAL - ° . 
SURPLUS AND PROFITS - . ‘ 


$5,000,000 
$26,000,000 


WILLIAM WOODWARD, President 
E. HAYWARD FERRY, Vice-President 


HENRY P. TURNBULL, Vice-President GEORGE E. LEWIS, Ass’t Cashier 
SAMUEL WOOLVERTON, Vice-President FREDERICK A. THOMAS, Ass’t Cashier 
JOSEPH BYRNE, Vice-President WALTER G. NELSON, Ass’t Cashier 
JOSEPH S. LOVERING, Vice-President CHARLES B. CAMPBELL, Ass’t Cashier 
JAMES P. GARDNER, Vice-President WILLIAM B. SMITH, Ass’t Cashier 
GORDON H. BALCH, Vice-President WILLIAM H. ALLEN, Ass’t Cashier 
WILLIAM E. CABLE, Jr., Cashier WILLIAM J. LOGAN, Ass’t Cashier 

J. NIEMANN, Ass’t Cashier FRANK WOOLLEY, Ass’t Cashier 

ELTON E. OGG, Trust Manager 


FOREIGN DEPARTMENT 
WILLIAM H. SUYDAM, Vice-President and Manager 





ROBERT NEILLEY, Ass’t Manager 


FREDERIC A. BUCK, Ass’t Manager 














CONDITION OF GREATER NEW YORK TRUST COMPANIES 


Surp!us and 


Undivided 


Profits, Deposits, 

Capital Sept. 30, 1926 Sept. 30,1926 Par Bid Asked 
American L. Co.. See 4 A $4,000,000 $3,333,440 $16,959,400 100 ay ae Bt 
Anglo-South American Trust Co 1,000,000 647,180 8,665,700 
Banca Commerciale Italiana Trust Co 1,000,000 766,934 9,122,300 
Banco di Sicilia Trust Co 600,000 174,630 5,418,700 
Bank of Athens 500,000 503,380 1,214,100 : : 
Bankers Trust Co 20,000,000 34,555,845 426,141,200 100 620 630 
Bank of Europe Trust Co 1,000,000 658,669 12,402,900 100 300 330 
Bank of N. Y. & Trust Co 4,000,000 13,199,907 121,459,200 100 625 635 
Bronx County Trust Co 825,000 581,339 15,842,300 100 300 320 
Brooklyn Trust Co 2,000,000 5,155,943 56,085,300 100 790 810 
Central Union Trust Co 12,500,000 28,215,937 257,850,800 100 890 910 
Corporation Trust Co 500,000 106,600 158,500 100 
County Trust Co 1,000,000 546,343 9,193,100 100 300 310 
Empire Trust Co 4,000,000 4,081,280 76,545,800 100 353 363 
Equitable Trust Co 30,000,000 22,144,012 407,124,800 100 242 278 
Farmers’ Loan and Trust 10,000,000 19,826,390 143,020,100 100 535 545 
Federation Bank and Trust 750,000 944,436 16,373,400 ; oa. 
Fidelity Trust 4,000,000 3,154,488 46,657,600 100 285 295 
Fulton Trust 1,000,000 1,400,598 14,254,600 100 425 450 
Guaranty Trust Co 25,000,000 24,606,786 574,741,700 100 402 407 
International Accept. Securities & Tr. Co 500,000 535,000 3,806,300 AS? Ss eee 
Irving Bank & Trust Co 18,500,000 15,882,792 392,847,700 100 295 300 
Italian Discount & Trust Co.. 1,000,000 648,692 7,698,900 Py: ve ; 
Kings County Trust Co 500,000 5,080,591 30,911,800 100 1950 2200 
Lawyers’ Trust 3,000,000 3,394,089 19,882,400 100 me 
Manufacturers Trust Co 10,000,000 14,523,244 202,142,700 100 500 510 
Midwood Trust Company 1,000,000 535,824 9,662,100 100 275 300 
Murray Hill Trust 1,000,000 1,034,753 1,969,800 100 220 230 
New York Trust Co 10,000,000 2,320,283 256,161,000 100 530 540 
Terminal Trust 700,000 281,158 4,902,500 100 170 180 
Times Square Trust Co 2,000,000 500,000 on wees 100 140 145 
Title Guarantee & Trust . 10,000,000 18,580,223 45,738,400 100 675 685 
Trust Co. of North America 500,000 207 ,049 2,912,700 ; 
U. S. Mortgage & Trust 3,000,000 4,820,246 68,663,100 100 380 395 
United States Trust Co. . 2,000,000 19,563,398 47,914,900 100 1715 1745 
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TIMES SQUARE TRUST COMPANY ONE OF THE LATEST NEW YORK 
BANKING DEBUTANTES 


N important addition was made to 

the list of large New York banks and 

trust companies when the Times 
Square Trust Company commenced business 
on October 5th. The new company began 
with capital and surplus of $2,500,000 and 
offers comprehensive banking, trust, invest- 
ment, and safe deposit facilities, as well as 
special services, such as a travel department 
and customs clearances. 

John H. Brennen, formerly with the Bank 
of America, is president of the new institu- 
tion. He represents the third generation of 
an old New York banking family. A grand- 
father, James Rodwell, was president of the 
old Manufacturers Bank of Brooklyn, which 
became the present Manufacturers Trust 
Company. His father was vice-president of 
the Gold Exchange Bank of New York City, 
and later treasurer of the City of Brooklyn. 
Mr. Brennen himself has been actively en- 
gaged in banking for more than 26 years, 
having been connected with the Citizens Cen- 
tral National Bank, now merged with the 
Chemical National, and with the Atlantic 
National Bank before its absorption by the 
Bank of America. 

The new trust company occupies the first 





JOHN H. BRENNEN 


President, Times Square Trust Company, New York 


three floors and basement of the new build- 
ing on the northeast corner of Seventh ave- 
nue and 40th street, Manhattan, across the 
street from the Metropolitan Opera House 
and two short blocks from Times Square. The 
firm of Paul Tausig & Son, private bankers 
and travel agency, has been merged with the 
bank, and Karl Tausig, for many years head 
of the firm, has been made vice-president of 
the new institution and will supervise par- 
ticularly the travel and foreign departments. 

The Times Square Trust Company pur- 
poses to develop a general banking and trust 
business, and to that end a diversified board 
of directors composed largely of prominent 
business men has been elected. Bernard 
Reich, one of the outstanding personalities 
in the New York real estate field, is chair- 
man of the board. The other directors are: 
George J. Atwell, president, George J. Atwell 
Company, Inc., foundations; Louis G. Barth, 
president, Barth & Guttman, importers and 
exporters; William T. Collins, clerk of New 
York County; Louis F. Edwards. president, 
Metropolitan Refining Company, Inc.: Lewis 
W. Flaunlacher, vice-president, Thoens & 
Flaunlacher, Inc., real estate; Benjamin A. 
Hartstein, attorney; Louis Hubshman of H. 
M. Hubshman & Bro. factors and commission 
merchants; Samuel Kaufman, president, 
Kaufman Dress Company; M. M. Lask, cot- 
ton goods; Emil Lederer, vice-president, 
United American Lines; John C. MeCall, 
vice-president, New York Life Insurance 
Company; Arthur deSola Mendes of F. J. 
Lisman & Company: A. V. Morgenstern, 
president, Morgenstern & Company, chemi- 
cals; William Morris, president, William 
Morris Theatrical Enterprises; Karl Tausig 
of Paul Tausig & Son, vice president: Fred- 
erick H. Wandelt, vice-president, Textile 
Banking Company; Louis Whitelaw, diamond 
importer; Dr. Meyer Wolff, president, Wolff 
Industrial Service, Inc., and John H. Bren- 
nen, president of the bank. 


The bond and investment department is 
under the personal direction of Arthur deSola 
Mendes, one of the board of directors, for 25 
years associated with the international in- 
vestment banking firm of F. J. Lisman & 
Company. The other officers are Edwin R 
Lawrence, treasurer; Joseph W. Hansen, 
secretary; John Enderman, assistant vice- 
president and foreign exchange manager, and 
Thomas Haldane, assistant treasurer and 
credit manager. 


RE’ 


pled 
the 
taxe 
soni 
was 
whi 
anc 
bur; 
stat 
fro 
sett 
to j 
whi 
our 
son 
you 
jur 
you 
tur 
pri 
en: 
Rh 
ute 
rec 
dit 
no 
ta: 
tel 
re! 
ta 
su 
to 


of 


cy 








TRUST 


Philadelphia 


Special Correspondence 
RECIPROCAL ABROGATION OF MUL- 
TIPLE DEATH DUTIES 
The Pennsylvania Bankers Association has 
pledged its influence and efforts to promote 
the movement for abrogation of inheritance 
taxes levied by states against intangible per- 
sonal property of non-resident decedents. It 
was in Pennsylvania that this movement, 
which promises to enlist nationwide accept- 
ance, was inaugurated. It was at Harris- 
burg, in the fall of 1924, that a number of 
state tax commissioners and representatives 
from Pennsylvania, New York, Massachu- 
setts and Maryland, framed an agreement 
to introduce a law in their respective states 
which said in effect, “If you will not tax 
our residents on account of intangible per- 
sonal property physically present within 
your state or over which you have some 
jurisdiction to levy taxes, we will not tax 
your residents.” The Pennsylvania legisla- 
ture was the first to adopt this reciprocal 
principle of tax exemption which was also 
enacted in New York, Massachusetts and 
Rhode Island. By the terms of such stat- 
utes these states went immediately on a 
reciprocal basis with all other states that 
did not tax intangible personal property of 
non-residents or that impose no inheritance 
tax whatever. Other states which either at- 
tempt no tax on personal property of non- 
resident decedents or have no inheritance 
tax statutes and therefore are entitled to 
such reciprocal exemption increase the list 
to include Tennessee, Rhode Island, Vermont, 
Alabama, Florida, Nevada and the District 

of Columbia. 

To promote this movement and enlist other 
states the Pennsylvania Bankers Association, 
at its last convention, created a special com- 
mittee on Reciprocal State Inheritance Taxes 
composed of the following: Jay Gates, chair- 
man, Pennsylvania Company for Insurances 
on Lives and Granting Annuities, Philadel- 
phia; John W. Chalfant, Colonial Trust Com- 
pany, Pittsburgh; Charles P. Blinn, Jr., Phil- 
adelphia-Girard National Bank, Philadelphia. 


Application has been made for a charter 
for a new trust company in Philadelphia to 
be known as the Penn Colony Trust Company, 
which plans to do a title insurance business. 


Arthur W. Thompson, president of the 
United Gas Improvement Company, has been 
elected a director of the Girard Trust Com- 
pany of Philadelphia. He takes the place 
vacated by the death of Randal Morgan. 
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The Franklin 


Fourth Street 
National Bank 


1416-1418 Chestnut Street 
131-141 So. Fourth Street 


Capital - - - $6,000,000 
Surplus and Profits - $18,250,000 


J. R. McALLISTER 


Chairman of the Board 


E. F. SHANBACKER 


President 





SALIENT FACTS ABOUT PHILADELPHIA’S 
BANKING GROWTH 

Celebration of the Sesquicentennial serves 
to direct attention to the remarkable growth 
of Philadelphia’s banking power. In thirty 
years the financial capacity of Philadelphia 
has multiplied more than six times with 
aggregate banking power of nearly three bil- 
lions of dollars, which is more than the total 
wealth of America when the Declaration of 
Independence was signed. About half of 
the growth has come since the beginning of 
the World War. 

In 1895 the resources of trust companies, 
state banks and savings banks of Philadel- 
phia amounted to $171,000,000. At the close 
of 1925 the resources of all state and na- 
tional banks, trust companies and savings 
banks aggregated $2,210,000,000. To this 
financial power should be added $650,000,000 
resources of Philadelphia’s building and loan 
asseciations and the large sums available 
through investment and banking houses. 


The loans, discounts and investment item 
of the Philadelphia banks crossed the bil- 
lion-dollar mark recently for the first time 
in the history of the Philadelphia Clearing 
House Association. 
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FRANKLIN TRUST COMPANY TO ISSUE 
NEW STOCK 

The Board of Directors of the Franklin 
Trust Company of Phiadelphia have voted 
to issue the remaining $500,000 of stock au- 
thorized at a meeting of the stockholders on 
July 26, 1923. The present stockholders will 
be entitled to subscribe to one share of the 
new stock for every three shares of stock 
now held at the price of $300 per share. 
There are now 15,000 shares of Franklin 
Trust Company stock outstanding with par 
value of $100 per share. The last public 
sale of Franklin Trust stock was at $451 in 
December, 1925. With the proceeds of the 
sale of the new stock the capital of the 
Franklin Trust Company will be increased to 
$2,000,000 and their surplus to $3,750,000, or 
a total capital and surplus of $5,750,000. 

The board also declared a semi-annual divi- 
dend of 7 per cent payable on October Ist 
to stockholders of record on September 22, 
1926 and transferred $250,000 to the surplus 
account, thus immediately increasing their 
surplus to $2,750,000. In making this an- 
nouncement ©, Addison Harris, Jr., president, 
stated that the progress of the Franklin 
Trust Company during the past year has been 
exceptionally gratifying, their deposits have 
increased about $5,000,000 to total of $34,- 
202,000, and their resources now aggregate 
over $40,000,000. The Franklin Trust Com- 
pany is the largest exclusively day and night 
bank in America. 


BANK MAY NOT SERVE AS TOWNSHIP 
TREASURER 

The Pennsylvania state banking depart- 
ment has been advised in an opinion issued 
by Deputy Attorney General Anderson that 
it may order any trust company or banking 
institution doing business in Pennsylvania 
which is acting as treasurer of the super- 
visors of a township of the second class to 
cease such a practice and refrain from fol- 
lowing it in the future. The attorney gen- 
eral’s department holds that a bank operat- 
ing under a state charter has no legal right 
to serve as the treasurer of such a township. 


Trust companies in Philadelphia made a 
substantial increase in their total resources 
in the third quarter of 1926. According to 
reports supplied by twenty institutions, other 
resources as of September 27, were $669,947,- 
500, an increase of $5,545,648 when compared 
with the close of the second quarter, June 30. 


The Lancaster Avenue Title and Trust 
Company of Philadelphia will increase capi- 
tal from $200,000 to $300,000. 








Bank 
of NORTH AMERICAS 
TRUST COMPANY 


PHILADELPHIA 











NEW INDUSTRIAL RECORDS FOR 1926 

The Franklin Fourth Street National Bank 
of Philadelphia says in the current issue of 
its Trade Trends: 

“It is now clear that a number of new 
industrial records will be marked up in 1926. 
This is certain for steel output which prom- 
ises definitely to eclipse the great peak es- 
tablished in 1925. Not only have industrial 
activities been good but profits have shown 
an upward tendency this year in many lines. 
The railroads are enjoying unmatched pros- 
perity and the net earnings of nearly 200 in- 
dustrial and utility companies during the 
first half of the year exceeded those for the 
first half of 1925 by nearly 20 per cent. The 
greater part of the increase came during the 
first three months of the year but the result 
of the entire year promises to be one of the 
most profitable in all the history of American 
industry.” 


zeorge W. Phillips, vice-president of the 
Crawford County Trust Company of Mead- 
ville, Pa., died recently. 
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CONDITION OF PHILADELPHIA TRUST COMPANIES 


Capital 
pee SP oy ee earn $1,000,000 
American Bank & Trust Co........... 500,000 
Bank of North America & Trust Co.... 5,000,000 
Central Trust & Savings.............. 750,000 
RE COE Ss os cai adlakw gees 1,000,000 
Commonwealth Title Ins.............. 1,500,000 
Continental Equitable................ 1,000,000 
ENE S aa cb cas.6 op <oame'ed ec 200,000 
Fidelity-Philadelphia Trust Co .... 6,700,000 
Te” Le eee 250,000 
PMEEEES A PUNG GOs ccwsscvccscvancecece Ae 
Germantown Triist........ccccccceces 1,000,000 
UN LI cov ckn ss cums ware 3.000,000 
Guarantee Trust & Safe Deposit....... 1,000,000 
EE SOUR Ys a chvucn fe sisaveric 500,000 
SRSA 750,000 
ee a ae 500,000 
PN Te EY ey © 3,000,000 
Market St. Title & Trust.............. 1,000,000 
EEE EOD RES Ere eee ee 1,000,000 
Ninth Bank & Trust..................  ¢00,000 
North Philadelphia Trust............. 500,000 
ESN OS SIE SS eer 500,000 
Northwestern Trust Co............... 150,000 
Penna. Co. for Insurance.............. 4,000,000 
People’s Bank & Trust Co....+:....... 1,000,000 
PROCMMIRE EUUIOR 0 ois sind eaiced oS ele cdve 2,000,000 
Real Estate Title Ins. & Trust......... 2,000,000 
eS Se eee 3,319,600 
Re eee 750,000 
United Sec. Life Ins. & Trust.......... 1,000,000 
ROE BE 2 eee 2,000,000 
West Philadelphia Title & Trust....... 500,000 


*Figures as of April 12, 1926. 


PENNSYLVANIA BREVITIES 

Integrity Trust Company of Philadelphia 
has added $250,000 to surplus, making com- 
bined capital and surplus $4,500,000. 

The stockholders of the West Branch 
tional Bank, the Northern Central Trust 
Company and the Lycoming National Bank 
of Williamsport, Pa., have voted in favor of 
dissolution of the three financial institutions 
as a preliminary to organization of a new 
trust company. 

“More Business in Government and Less 
Government in Business,” is the title of an 
article by United States Senator David A. 
Reed of Pennsylvania, appearing in the cur- 
rent issue of the Girard Letter, published by 
the Girard Trust Company of Philadelphia. 

A. M. Whitney has resigned as first dep- 
uty secretary of banking of Pennsylvania to 
become vice-president of the McKean Trust 
Company of Bradford, Pa. 

At the recent annual convention of the 
Financial Advertisers’ Association in Detroit, 
H. Ennis Jones of the Franklin Trust Com- 
pany and A. Douglass Oliver of the Provident 
Trust Company of Philadelphia were elected 
directors to represent the Third Federal Re- 
serve District. 


Na- 


Surplus and 


Undivided 


Profits, Deposits, 

Sept. 27, June 30, Par Last Date of 
1926 1926 Value Sale Sale 
$1,069,346 $3,445,513* 100 260% 9-15-26 

662,484 4,181,678 50 166% 7-28-26 
6,449,037 50,122,273 100 361 10-13-26 
1,469,867 12,270,663 50 200 10-13-26 
1,250,049 12,954,698 50 181% 9— 1-26 
4,590,114 10,846,211 100 512 8-11-26 
2,211,428 16,413,054 50 250 10—13-—26 

425,212 5,979,952 100 526 12-16-25 

24,151,584 85,812,362 100 711 10— 6-26 

876,607 9,156,062 50 232 10-21-25 
2,916,056 31,375,063 100 451 12-23-25 
2,029,184 18,015,156 100 505 5-19-26 

11,664,256 64,516,486 100 1345 10-13-26 
1,207,612 12,004,640 100 260% 9— 1-26 
1,979,565 10,218,857* 50 405 7-28-26 
3,870,406 17,585,420 50 540 9 26 
1,470,964 12,871,870 50 355 2-17-26 
13,512,209 25,100,852 100 780% 10— 6-26 
2,192,299 13,279,997 50 400% 9-15-26 

781,286 9,220,962 50 130144 10-13-26 
2,033,835 16,694,448 100 450 3-31-26 
1,014,868 9,362,980 50 321 6-— 2-26 
3,348,943 12,709,371 100 785 8-— 4-26 
1,220,167 11,422,699 50 450 7-22-26 

17,563,902 66,059,446 100 860 10— 6-26 

443,014 18,342,145 50 16914 7-28-26 
9,069,413 16,155,566 100 702 10— 6-26 
4,266,581 10,325,736 100 550 3-12-24 
1,759,425 6,955,885 100 110 10— 3-23 

654,531 5,094,607 50 198 4-14-26 
1,173,326 5,978,349 100 212% 10-13-26 
2,717,991 18,322,000 100 355 9— 6-26 
1,006,102 8,460,170 50 24634 7-21-26 


Richard E. Hanson, who has been serving 

Philadelphia manager of the Equitable 
Trust Company of New York, has been ap- 
pointed assistant to the president of the 
Pennsylvania Company for Insurances on 
Lives and Granting Annuities of Philadel- 
phia. 


as 


The Germantown Trust Company of Phila- 
delphia announces that the sum of $500,000 
has just been transferred from undivided 
profits to surplus account, making that fund 
$2,000,000. 

Major Richard R. Wright, president of the 
Citizens and Southern Bank and Trust Com- 
pany of Philadelphia was elected president 
of the National Negro Bankers Association 
at the annual convention held in Philadelphia 
recently. 

The Union Deposit and Trust Company 
of Waynesburg, Pa., recently celebrated its 
twenty-fifth anniversary. Resources amount 
to nearly four millions. 

A. Douglas Oliver, of the Provident Trust 
Company of Philadelphia, and director of the 
Financial Advertisers’ Association, addressed 
the recent Detroit Convention of the Direct 
Mail Advertisers’ Association on ‘Tomor- 
row’s Opportunity in Trust Advertising.” 
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Boston 


Special Correspondence 


FINANCING NEW ENGLAND INDUSTRIES 
AND SUPER-POWER DEVELOPMENT 
Among the plans formulated for industrial 

and super-power development in New Eng- 
land by the Economic Council, composed of 
representatives of the various New England 
states, are those providing for financing with 
home capital. The Department of Public 
Utilities of Massachusetts, in its last annual 
report, directed attention to the encroach- 
ment of foreign capital and absentee owner- 
ship of New England public utilities and 
recommending legislative amendments to 
preserve financial control of public utilities 
and super-power enterprises in New Eng- 
land hands. 

The control and operation of a number of 
important New England electric companies, 
have recently passed into the hands of groups 
of outside capitalists. While New England 
financial and industrial interests welcome 
foreign capital, they are not willing to re- 
linquish control of corporations and enter- 
prises that are to serve home interests. It is 
pointed out that New England states are rich 
in banking and investment resources and that 
there is no excuse for foreign capitalists to 
determine the policy or secure control of 
New England enterprises. The Public Util- 
ities Department of Massachusetts points 
out that there is danger of exploitation of 
hydro-electric power at the expense of New 
England industrial and agricultural devel- 
opment and that absentee ownership renders 
it difficult for the department to exercise 
proper supervision as to rates. 


REASONABLE PROFIT IN CONDUCTING 
SAFE DEPOSIT VAULTS 

In a recent address on the maintenance 
of reasonable rates in providing safe deposit 
facilities, William E. Nutting, manager of 
the Safe Deposit Department of the Boston 
Safe Deposit & Trust Company, said: 

“IT have not seen an instance where the 
practice of cutting prices from the estab- 
lished rate has created any increased de- 
mand for safes from a desirable clientele, or 
where this practice has worked to any per- 
manent advantage to the Safe Depository. 
On the other hand I can imagine the de- 
moralizing and unstabilizing effect on one’s 
own self and business and the business in 
general. It is a practice which destroys con- 
fidence. I am of the opinion that a renter 
who has accepted a cut price will be the first 
to feel the effect of a cut rate policy. He 
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Capital 
$3,000,000 


\ Surplus 
$3,500,000 


Cordial Cooperation 


in handling Boston 

and New England 

banking and fidu- 

ciary matters in an 

efficient and expedi- 

tious manner is to 
be found at 


The STATE STREET TRUST 
COMPANY 


ALLAN Forses, President 
BOSTON, MASS. 








Member Federal Reserve System 














would continually wonder if he obtained the 
lowest rate and would be the first to leave 
the vault on the slightest provocation. 
Whereas the renter who has been in a one- 
priced vault for years and has enjoyed good 
service in which his confidence has been 
strengthened will not leave that vault un- 
less he is moving away. It has been a tra- 
dition for a period of fifty years or more in 
at least one city of considerable size, im- 
portance and wealth, that the renting of 
safes for the protection of property is a spe- 
cialized business which not only requires 
trained executives and employees, but is a 
service in itself worthy of legitimate remu- 
neration.” 


STATE STREET TRUST COMPANY GAINS 

The October 1st financial statement of the 
State Street Trust Company of Boston shows 
combined resources of $71,687,561, with de- 
posits of $60,080,907. The present line of 
deposits represents an increase of $18,000,000 
within the past two years and double the 
amount in 1921. Trust department assets 
amount to $35,520,127, which also evidences 
important gains. Capital is $3,000,000; sur- 


plus fund $3,500,000, and undivided profits, 


$237,255. 
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Financial Service Stamped with the 
Seal of Experience 


—58 years as an institution. 


-more than 4 centuries divided 
among 18 officers who have been 
here continuously 
for periods rang- 
ing from a year to 
half a century. 


pd nalledt W 


HARTFORD-CONNECTICUT TRUST COMPANY 


Old State House Square 
Meigs H. Whaples 


Chairman, Board of Trustees 


TRUST COMPANIES GAIN TAX DECISION 

The Massachusetts commissioner of cor- 
porations and of taxation, in certain excise 
tax assessments against corporations, in 
event of an application for abatement, has 
no discretion but must refer the application 
for abatement to the attorney general, says 
the full bench of the Massachusetts Supreme 
Court in a decision handed down recently. 

The court further says that the Attleboro 
Trust Company and twenty-one other trust 
companies are entitled to a hearing before 
the commissioner on their petitions for abate- 
ment of a part of a franchise tax assessed 
upon them in 1922. The cases involved an 
interpretation of chapter 382 of the acts of 
1922 authorizing abatement and repayment 
of unwarranted income, succession or cor- 
poration taxes. 


William J. Davidson, president of the New 
England Division of The Great Atlantic & 
Pacific Tea Company, has been elected a di- 
rector of the Old Colony Trust Company of 
Boston. 

State Senator John W. Haigis, of Green- 
field, Mass., has been elected president of 
the Franklin County Trust Company of 
Greenfield, succeeding the late William B. 
Keith. 


Oldest Trust Company in Connecticut 
Arthur P. Day 


Vice-Chairman 


Nathan D. Prince 
President 





OLD COLONY TRUST AS HOST TO BOS- 
TON UNDERWRITERS 

The Old Colony Trust Company of Boston 
was host recently to the leading Boston life 
underwriters at a dinner at the Algonquin 
Club, at which Leslie G. McDouall, assistant 
trust officer of the Fidelity Union Trust Com- 
pany of Newark, N. J., gave an illustrated 
talk on “Life Insurance Trusts.” 

E. W. Denio, vice-president of the Old Col- 
only, described the methods of the company 
in handling property and investments as trus- 
tees, with particular reference to life insur- 
ance trusts, and President Edward I. Brown 
of the Boston Life Underwriters’ Association, 
discussed the subject from the life under- 
writers’ point of view. 

The First National Bank of Boston, in its 
current “New England Letter” reports sub- 
stantial improvement in business conditions 
throughout the New England section. 

Merger of the Phoenix Bank of Hartford 
and the State Bank and Trust Company, 
both of Hartford, Conn., was consummated 
recently, and under the caption of the 
Pheenix State Bank and Trust Company. The 
capitalization is $1,600,000 and surplus of 
$2,750,000 with total resources in excess of 
$25,000,000. 
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WORCESTER BANK AND TRUST 
COMPANY 


One of the strongest and most capably 
managed banking institutions in New England 
is the Worcester Bank and Trust Company 
of Worcester, Mass. It commands the largest 
volume of commercial banking resources in 
Worcester and has also an exceptional rec- 
ord for fiduciary administration. Deposits 
exceed $34,500,000, and trust funds aggregate 
approximately $15,000,000, exclusive of cor- 
porate trusts. Capital is $1,500,000; surplus 
and undivided profits $2,051,357. The official 
staff is as follows: John E. White, presi- 
dent; William D. Luey, chairman of the 
board; Samuel D. Spurr, vice-president ; 
Charles A. Barton, vice-president and trust 
officer; Bertice F. Sawyer, Warren S. Shep 
ard and Samuel H. Clary, vice-presidents ; 
Alvin J. Daniels, treasurer; Frederick M. 
Hedden, secretary: Harry H. Sibley, Charles 
F. Hunt and Burt W. Greenwood, assistant 
treasurers; Frederick A. Minor, auditor; 
Frederic C. Condy, assistant trust officer. 





SPEECHLESS DIRECTORS 


Officers of the National Shawmut Bank 
of Boston were hosts at the recent annual 
outing tendered to the directors of the bank 
at the Brookline County Club which cul- 
minated in a banquet at which the principal 
function of Toastmaster Frederick A. Car- 
roll was to throttle any sign of incendiary 
oratory. Moving pictures taking directors of 
the golf course unawares were displayed at 
the banquet. Guests of honor were Gen- 
eral Manager F. A. Beane and J. W. Beau- 
mont Pease, chairman of Lloyds Bank, Lon- 
don. 

The Shawmut Bank recently opened the 
new Huntingdon Avenue Office which pro- 
vides the ninth branch office conducted by 
the bank. The latest financial statement of 
the bank shows substantial gains. 


Began Business in 1889 


Equitable Trust 
Company 


Wilmington, Delaware 


Capital, Surplus and Profits 
$2,500,000 
Member Federal Reserve System 
DIRECTORS 
Joun Bancrort, President, Jos. Bancroft & Sons Co- 
WILLIAM Griscom Coxe, Consulting Mar. Engineer 
Russe_t H. DunNHAM, President, Hercules Powder 
Company 
EUGENE DUPONT, Manufacturer 
S. HALLOocK puPont, E. I, duPont de Nemours & 
Company 
GeorGE A. ELLiott, Alforney-at-Law 
Harry G. HASKELL, Vice-President, Director and 
Member Finance Committee E. I. duPont de 
Nemours & Company 
Hcitiypay S. MEEps, Jr., Laird, Bissell & Meeds 
OTHO NOWLAND, President of the Company 
RICHARD REESE, Vice-President of the Company 
RoBERT H. RICHARDS, Alloney-at-Law 
Joun J. SatTeRtHWwAIT, President, Remington 
Machine Company 
Harry T. SPRINGFR, Vice-Pres. and Treas. of the 
Company 
FREDERICK E. Stone, President, Wilmington Sav- 
ings Fund Society 
HORACE WILSON, President, Wilmington Steamboat 
Company 


We Solicit Your Business 








The First National Bank of Boston will 
shortly open an office at 588 Washington 
street, at the corner of Hayward place, This 
will make its eleventh branch office in the 
city. Total resources of the First National 
Bank at the last call were nearly $400,000,- 
000. 

The Bank of Commerce & Trust Company 
of Boston has increased its capital from 
$600,000 to $750,000. 

Benjamin Franklin Spinney, honorary 
president and director of the Security Trust 
Company of Lynn, Mass., recently celebrated 
his ninety-fourth birthday. 


CONDITION OF BOSTON TRUST COMPANIES 


Capital 


Boston Safe Deposit and Trust Co...... 1,000,000 
Charleston Trust Co y 


OS, eee re eee 100,000 
Commerce and Trust Co.............. 600,000 
ee aw gk 3s eniew 1,000,000 
Jamaica Plain Trust Co............... 200,000 
IY UID. ios os v's vaeleene see 750,000 
New England Trust Co............... 1,000,000 
eS > |S 0 anne 12,000,000 
amen marees aveet Co...........secce0s 3,000,000 
United States Trust Co............... 1,000, 


Surplus and Assets 

Undivided Profits, Deposits, Trust Dept. 

June 30, 1926 June 30,1926 June 30, 1926 
$2,792,112.58 $28,359,163.73 $2,444,391.47 
2,175,505.14 a fk) a err 
3,937,888.13 18,497,400.18 110,802,548.84 
26,327.55 SS! 6 Ger re 
126,350.95 Lee Seen knviehas s 
169,469.39 4,172,411.63 117,466.03 
1,119,289.67 6,410,122.35 423,909.31 
102,345.71 TTA getakbe ce eae 
761,532.26 7,217,027.01 294,853.18 
3,081,548.98 24,314,758.49 103,615,861.66 
13,812,276.79 175,119,733.44 128,680,925.53 
4,078,881.50 59,435,848.13 19,466,408.66 
1,512,797.88 9,750,353.77 3,330,104.23 








TRUST 


Chicago 


Special Correspondence 


PROPOSED CONSTITUTIONAL TAX 
AMENDMENT 


At the forthcoming general election in 
November, the Illinois electors will vote on a 
proposed amendment to the Constitution 
which will radically change the basis of 
taxation with the purpose in view of trans- 
ferring a due share of taxation from real 
estate to personal and intangible property. 
The Illinois Manufacturers’ Association has 
taken a position opposing the proposed amend- 
ment on the ground that it will give the 
legislature, in addition to its present taxing 
powers, authority to enact an unlimited in- 
come tax statute which will be disadvan- 
tageous to manufacturers. The proposed 
amendment gives the legislature elastic power 
to pass tax legislation by a three-fifths vote 
of both houses and to classify property for 
taxing purposes. 

The existing Illinos constitution requires 
that all kinds of real and personal property 
be taxed uniformly, and this method of taxa- 
tion has been employed since 1870 with prac- 
tically little change. It is maintained that 
much more of the total wealth of the state 
is now in the form of personal and intangible 
property which doesn’t bear its proportionate 
share of taxes under the present system. The 
remedy is proposed in the pending amendment 
namely to give the legislature power to 
impose different rates of taxation. The 
proposed amendment also gives the legislature 
specific power to levy an income tax. 


Total resources of the 1,399 banks and 
trust companies operating under State char- 
ters in Illinois on June 30, 1926, were $2,755,- 
141,960.16, an increase of $72,945,956.08 over 
those of the year immediately prior. De- 
posits revealed a total of $2,323,302,032.75, a 
gain of $44,176,074.16. 


COMPANIES 






Copyright, S. W. Straus & Co. 


FIRST TRUST OF CHICAGO OCCUPIES 
NEW QUARTERS 

The trust department of the First Trust 
and Savings Bank of Chicago has moved 
into new and permanent quarters occupying 
32,000 square feet of space on the fourth 
floor of the First National Bank Building at 
Dearborn, Monroe and Clark streets. The 
offices, which have forced ventilation and 
indirect lighting, are finished in white mar- 
ble, bronze and mahogany and are served by 
both private elevators and those of the build- 
ing. 

This is the first completed unit of an ex- 
tensive program of building and alterations 
upon which the First National Bank of Chi- 
cago and First Trust and Savings Bank en- 
tered January 1, 1925. The banks acquired 
the Fort Dearborn Bank Building and the 
50-foot frontage on Clark street immediate- 
ly north upon which has been erected an 18- 
story building. The principal entrances of 
the building are on Dearborn and Clark 
streets, while the banks will have entrances 
from Monroe street as well. 

New safe deposit vaults, with 35,000 boxes 
and a capacity of 50,000 have been installed 
in the basement. The yault is 55x120 feet 
with an inside height of 8% feet, principal 
doors of which are 30 inches thick, weigh- 
ing, with vestibules, 83 tons. The vaults of 
the banks have also been installed in the 
basement and the offices of both banks on 
the ground, banking and mezzanine floors 
will be unified and extended through from 
Dearborn to Clark street. 

The project has necessitated the removal 
of several departments to temporary quar- 
ters, but business has been continued with- 
out interruption during the alterations, with 
little inconvenience. It is expected that the 
development, which involves an exvenditure 
of several million dollars, will be completed 
about January 1, 1928. 
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586 TRUST COMPANIES 


Assets over $30,000,000 
No Deposits; No Demand Liabilities 
Protected Trust Investments 


CHICAGO TITLE & 
TRUST COMPANY 


IN CHICAGO 


HAZLEWOOD ELECTED SECOND VICE- 
PRESIDENT A. B. A. 

One of the most popular and deserved se- 
lections ever made by members of the Ameri- 
can Bankers Association in bestowing execu- 
tive honors is that of Craig B. Hazlewood, 
vice-president of the Union Trust Company 
of Chicago, who was elected second vice- 
president at the Los Angeles convention. 
Mr. Hazlewood was born May 7, 1883, at 
East Aurora, N. Y. He attended Lewis In- 
stitute and the University of Chicago. His 
business career began when he became a 
messenger in the Commercial National Bank, 
Chicago. He subsequently went to the Union 
Trust Company of Chicago, first as advertis- 
ing manager and later was placed in charge 
of the credit department. He afterward or- 
ganized the new business department. Be- 
ginning with January, 1910, he filled suc- 
cessively the offices of assistant secretary 
and assistant to the president. In 1917 he 
was elevated to the vice-presidency and in 
January, 1921, was made a director of the 
company, Which positions he now holds. 
Among his other business connections he is 
chairman cf the board of the Lake Shore 
Trust & Savings Bank, Chicago. 

Mr. Hazlewood has long been active in 





banking association activities. He was a 
pioneer in the Chicago Chapter of the Ameri- 
can Institute of Banking. In the American 
Bankers Association he has been prominent 
for a number of years, as a member of the 
Executive Council from Illinois, chairman 
of the State Legislative Committee, member 
of the Administrative Committee, Economic 
Policy Commission and other special com- 
mittees. He was one of the organizers of 
the State Bank Division of the Association 
and has served as president of the Division. 
He has also been president of the Bankers 
Club of Chicago and of the Association of 
Reserve City Bankers. 


PASSING OF A CHICAGO LANDMARK 

The Woman's Temple Building on La Salle 
street, which is now being razed to make way 
for the massive new home of the State Bank 
of Chicago, has been regarded as one of 
Chicago’s famous landmarks. The Temple 
building was erected in 1892 out of con- 
tributions from all those who endorsed the 
cause of temperance and dedicated to Miss 
Frances E. Willard, founder of the Woman’s 
Christian Temperance Union. The building 
was one of the few skyscrapers of that period 


TRUST 


COMPANIES 


Prompt Attention 
to Your Chicago Business 


In every department, the Chicago Trust Company main- 
tains an organization trained to handle every item of out-of- 
town business with speed and accuracy. 


Let us exchange ideas on the various methods 
of handling this or that phase of trust service. 
It is a profitable practice and we should like 


to see it grow. 


CHICAGO TRUST COMPANY 


LUCIUS TETER, President 


JOHN W. O’LEARY, Vice-President 
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CONDITION OF CHICAGO TRUST COMPANIES 


: Capital 
*Central Trust Co.. Pere rere eee 
Chicago Trust Co............s.sccccecee 2,000,000 


tContinental & Commercial Tr. & Sav.. 5,000,000 
Drovers Trust & Savings..........ccscces 250,000 
Sete BRUNE Ge PUI So sive ces cvecess 7,500,000 
Franklin Trust & Savings................ 300,000 
Greenbaum Sons Bank & Trust Co........ 1,500,000 
Guarantee Trust & Savings............... 300,000 
Harris Trust & Savings Bank............. 4,000,000 
Illinois Merchants Trust Co.............. 15,000,000 
Mercantile Trust & Savings............... 600,000 
SONS UUN TT ola'a'c aves as 0066 csc 600 2,000,000 
Northwestern Trust & Savings............ 1,000,000 
Peoples Trust & Savings................. 1,000,000 
Sheridan Trust & Savings................ 1,000,000 
Standard Trust & Savings................ 1,000,000 


State Bank of Chicago..............ceee. 2,500,000 


Union Trust Company, New.. . +++. 3,000,000 
West Side Trust & Savings............... 700,000 
Woodlawn Trust & Savings............... 500,000 


Surplus and 
Undivided 
Profits 
June 30, 1926 
$4,638,001.17 
1,490,788.22 
12,244,714.72 

621,782.97 
11,125,706.17 
605,355.19 
1,306,727.19 
373,266.43 
4,828,164.11 
30,197 ,363.47 
396,443.21 
5,631,656.65 
1,021,424.76 
746,160.07 
534,624.49 
1,050,075.39 
7,287 ,288.56 
4,196,199.38 
297,018.77 
355,045.05 


*Central Trust Bank value does not include Securities Co. 
tStock owned by Continental & Commercial National Bank. Continental & Commercial Bank value 


includes Securities Co. 
tStock owned by First National Bank. 


Deposits 
June 30, 1926 


$91,604,892.21 
27 ,254,023.73 
84,935,812.71 
7,530,440.66 
117,995,287.98 
5,892,461.89 
26,377 ,540.33 
2,825,535.36 
63,262,913.62 
381,265,839.04 
9,122,076.87 
57 ,655,577.34 
19,768,905.65 
22,853,770.95 
10,801,000.24 
19,973,165.77 
54,839,399.16 
70,582,447.90 
14,073,989.26 
9,309,249.32 


Book 


Value 


177 
175 
280 
349 
352 
301 
287 
234 
221 
301 
166 
382 
203 
175 
153 
205 
392 
240 
142 
178 


Corrected by F. M. Zeiler & Co., members Chicago Stock Exchange, 929 Rookery Bldg., 
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St. Louis 


Special Correspondence 
PUBLICITY CAMPAIGN TO FOSTER EN- 
LIGHTENED BUSINESS MERGERS 

There is probably no banker or trust com- 
pany executive in the country who possesses 
so keen an appreciation for the potent forces 
that reside in advanced publicity methods 
as a means of public enlightenment on eco- 
nomic matters, as Festus J. Wade, president 
of the Mercantile Trust Company of St. 
Louis. He brought his ideas into play with 
telling effect in connection with loan drives 
during the war. Later, when the railroads 
were in danger of being hounded to death by 
political attacks and ruinous regulations, 
Mr. Wade's signature appeared under a re- 
markable series of full-page newspaper dis- 
play advertisements, giving the public the 
facts as to the railroad situation and urging 
a more intelligent attitude toward carriers 
on the part of the people and legislative 
bodies. This campaign exerted a _ nation- 
wide influence in bringing about a more 
wholesome spirit in public sentiment. 

The latest constructive innovation in pub- 
licity inaugurated by Mr. Wade is the pres- 
entation of a series of display advertisements 
directing popular attention to the genuine 
benefits, lower costs and increased efficiency 
derived from mergers in business. These ad- 
vertisements will emphasize the logical eco- 
nomic factors that prompt consolidation and 
avoidance of duplication as well as costly 
competition in industry and business. The 
series of advertisements will present actual 
examples of the benefits derived from mer- 
gers and consolidations. The campaign will 
be directed by Sidney Maestre, Oliver Rich- 
ards and Festus Wade, Jr., who are vice- 
presidents of the Mercantile Trust Company. 





REVISION OF MISSOURI BANKING CODE 

A committee of the Missouri Bankers As- 
sociation is actively at work on the draft of 
a revised banking code for Missouri, the 
main objective of amendments being to put 
an end to conditions which admit of nu- 
merous bank failures and irresponsible man- 
agement. The present banking code was en- 
acted in 1915, and at the time was recog- 
nized as a most effective law. Post-war de- 
velopments, however, have emphasized the 
fact that new conditions have arisen in the 
banking field calling for a tightening of the 
reins, closer scrutiny in the granting of char- 
ters, better methods of supervision and more 
frequent examinations. 





TRUST COMPANIES 


JOPLIN, MO. 


Capital, Surplus and Undivided 
Profits 


$435,793.51 


Resources 


$6,142,395.98 


General Banking and Trust 


Company Business Solicited 








In the opinion of Truman W. Richards, 
special deputy commissioner, Missouri de- 
partment of finance, the number of banks 
in a community should be based upon popula- 
tion and the minimum capital stock of all 
banks should not be less than $25,000 in the 
future. This would prevent an oversupply 
of small banks and would have a tendency 
to eliminate losses to depositors in a good 
many cases due to the larger margin of 
safety in the shape of capital stock between 
the depositors and loss. 


The Greater St. Louis Exposition, to cele- 
brate the 150th anniversary of American In- 
dependence, which closed September 25th, 
served to emphasize the rapidly growing im- 
portance of industrial developments in and 
adjacent to this city. 

A. P. Miller, assistant cashier of the Lib- 
erty Central Trust Company of St. Louis, 
died recently following a heart attack. 

I. D. Cottey has succeeded E. G. Urban 
as vice-president of the Cameron Trust Com- 
pany of Cameron, Mo. E. G. Crawford, as- 
sistant treasurer, has been advanced to the 
position of treasurer. 


















TRUST 





COMPANIES 


All Year Round 
Special for Banks 
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Superior Transit Service 


Commerce Trust Company 





Capital and Surplus $8,000,000 


Kansas City 








98 Banking Offices 


to Execute Your Wishes 


Trust Service of the BANK OF ITALY is state- 
wide in California. 


Whatever your requirements may be for finan- 
cial representation in the principal cities of the 
state, this institution is in a position to serve 


you completely. 
@ank of ttaly 


Head Office: San Francisco 
TRUST DEPARTMENT 
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590 TRUST COMPANIES 
CONQUEROR TRUST COMPANY CON- 
DUCTS AGRICULTURAL DEPARTMENT “abreast of the best— ‘ 
Genuine “banker-farmer cooperation” is ahead of the rest” T 


being demonstrated by the Conqueror Trust 
Company of Joplin, Mo., of which William 
Houk is president. The bank is located in 
the center of the fruit and dairy farming In Kansas City, Missouri 
sections of Southwest Missouri and North- 
west Arkansas. To stimulate production and : : . 
stabilize conditions the Conqueror Trust through its various Departments, and with 
Company established an Agricultural Depart- an unbroken record for honorable and efficient 
ment about a year ago, which is conducted Trust CoMPANY SERVICE, the 

in close cooperation with the new business 
department. This department works with 


and through the county agent, providing Pp T C ce 
3 ; : PI 

United States and state agricultural bulle- (ONEER RUST OMPANY 

tin service. The department also has a soil 

testing outfit to test soil for lime require- 











ments, inducing a number of farmers liming continues to extend the same class of un- 
their soil for the legume crops so necessary questioned service to Banks, Firms, Corpora- 
in the dairy industry. tions and Individuals. To those requiring 
The manager of the new business depart- the services of 
ment, Walter Catterlin, formerly in the bank- 
ing business at Butler, Mo., and having had A Missouri Fiduciary 
considerable experience in dealing with farm Oh 
problems, makes regular calls on farmers i ae ; wor the 
whom he has been able to interest in eco- we especially invite correspondence. for 
nomic production, watching the results of pu 
their experiments. The department has a ne 
farmers’ mailing list which distributes eal- The field adjacent to Joplin, especially to cel 
endars and periodicals of an agricultural the south, is very much in need of such an pa 
nature, and occasionally advertising in the educational course as can be pushed for- pr 
farm department section of local papers. In ward through financial institutions by the tic 
a number of places, such as cream stations, agricultural department of Missouri State an 
feed stores and produce stations, glass cov- University, the Banker Farmer Project of Tl 
ered signs are maintained describing the Missouri State Bankers Association and such an 
service rendered by this department. agencies. te 
as 
Sateen a io co 
CONDITION OF ST. LOUIS TRUST COMPANIES ke 
Surplus and al 
Capital Undivided Deposits in 
Profits 
June 30, June 30, ty 
1926 1926 ty 
EEE EST SS ee er ae ar eee $1,000,000 $607 ,342.60 $13,223,250.59 si 
a oe in sn 0 $0 0b WW awk s 9 0.0 Be 84 SO 3,000,000 669,607.12 32,301,748.91 F 
Tee ee cance bien ese oe vlan 3,000,000 8,096,642.85 58,078,520.92 te 
EO 8S Se ee .... 8,000,000 4,784,510.27 37,320,155.76 
North St. Louis Trust a LE Se eaada wid othe aiey sa silcem 200,000 92,761.85 2,734,977.33 b 
South Side Trust Co.. Saas ee wee > oe La Re eid bc Ree GO 200,000 109,166.40 _2,657,058.08 
: = re 
CONDITION OF WASHINGTON, ©. C.) TRUST COMPANIES : 
t 
Surplus and g 
: Undivided 
Capital Profits, Deposits, Par Bid Asked t 
June 30,1926 June 30, 1926 $ 
American Security & Trust Co........... $3,400,000 $3,490,509.03 $29,868,887.58 100 376 381 f 
Continental Trust Company............. 1,000,000 162,898.63 2,627,123.18 100 90 94 
Merchants Bank & Trust Co............. 1,000, 315,848.07 9,376, (669.24 100 150 159 U 
Se eee 2,000,000 875,097.48 4,844,577.56 100 not quoted ] 
National Savings & Tru: “o...... ..... 1,000,000 2,491,409.67 11,025,600.66 100 495 a, i 
Union Trust Company... __........... 2,000,000 964,360.17 7,145,167.93 100 222 226 
Washington Loan & Trust~ 9......... 1,000,000 2,160,313.92 13,795,396.33 100 476 t 
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TRUST 





Total Resources - - - 


ELMORE 
CLARENCE R. EVANS.......V 


ice- President 
"ice- President 
"ice- President 
’ice-President 
"ice-President 
Vice-President 


Te Fis BIPCRERT 1006000 ary: 
CHARLES H. BUuCK........ 
SIFFORD PEARRE.......... 
WALTER W. BEERS......... 
D. STEWART RIDGLEY.. .2nd 


OUR EXPERIENCE AND E 


“<a 


COMPANIES 


THE EQUITABLE TRUST 


BALTIMORE, MD. 
Capital, Surplus and Undivded Profits - 


B. JEFFERY.... 
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COMPANY 


$2,750,000 
23,000,000 


....+President 


Buc 6. POtRxccccced Secretary and Treas. 
A. LEE GOUGH...... .Asst. Sec. and Treas. 
CuHuas. J. HANZLIK.....Asst. Sec. and Treas. 


Won. H. Busey....... Asst. Sec. and,Treas. 
JOHN J. DELANEY..... Asst. Sec. and Treas. 
GEORGE J. TINSLEY .........7 rust Officer 


UIPMENT IN HANDLING ALL KINDS OF BANKING AND TRUST 


COMPANY BUSINESS, TOGETHER WITH OUR THREE OFFICES, ENABLES US TO RENDER 
PROMPT AND EFFICIENT SERVICES TO BANKS, TRUST COMPANIES OR CORPORATIONS 


REQUIRING BALTIMORE CONNECTIONS 





Cleveland 


Special Correspondence 
CLEVELAND’S FINANCIAL 


INDEPENDENCE 
In former years, before the Cleveland and 
Ohio banks and trust companies attained 


their present stature, it was often customary 
for big business, industrial organizations and 
public utility corporations to conduct their 


new financing in New York and Eastern 
centers. Today, the banks and trust com- 


panies as well as investment firms not only 
provide sufficient capital and 
tion for all local requirements, but have 
ample surplus to invest in outside issues. 
The creation of large-sized trust companies 
and banks in Cleveland and other Ohio cen- 
ters has served the very useful purpose of 
assembling adequate funds for industrial, 
commercial and business expansion, but also 
keeps earnings and dividends distributed 
among local investors. What is even more 
important is that the close relationship be- 
tween banking and business has developed a 
type of cooperation that would not be pos- 
sible in former days when it was necessary 
to obtain capital in other states. 

The loaning and credit capacity of Ohio 
banks was strikingly shown in a compilation 
recently issued by the secretary of the Ohio 
Bankers Association. These figures show 
that Ohio banks have invested capital of 
$356,316,000; deposits of $2,478,457,000 and 
that there is an available banking credit of 
2,834,773,000. Deducting 20 per cent kept 
for reserves, leaves a total of $2,267,818,000, 
of which $1,843,574,000 has been employed in 
loans and with $326,714,000 invested in read- 
ily convertible bonds, which could be quickly 
transferred into loans when demand requires. 


accommoda- 









GUARDIAN TRUST COMPANY 
STRIDES ON 

The Guardian Trust Company of Cleve- 
land is steadily breaking new ground in the 
accumulation of business and expansion of 
service. The October 4th financial statement 
shows aggregate resources of $141,721,077. 
Deposits amount to $126,585,019 as compared 
with $109,360,000 reported two years ago and 
$95,766,105 reported in September, 1922. The 
strong position of the company is indicated 
by the distribution of resources which in- 
cludes cash on hand and in banks amount- 
ing to $17,490,215; United States bonds, $13,- 
793.175; loans and investments, $102,309,305 ; 
acceptances and letters of credit, $3,848,922. 
Capital is $4,000,000; surplus, $4,000,000, and 
undivided profits, $1,682,910. The company 
conducts, besides its main office, ten branches 
in important sections of the city. 

J. Arthur House, the president of the 
Guardian Trust Company, is one of the most 
highly regarded leaders in the trust com- 
pany fraternity. He was formerly a presi- 
dent of the Trust Company Division of the 
American Bankers Association and in recog- 
nition of his loyal interest in the affairs of 
the Division he was re-elected a member of 
the Executive Committee at the recent 
nual meeting in Los Angeles. 


an- 


Cleveland bank advertising men were par- 
ticularly honored at the recent Financial Ad- 
vertisers Association convention. C. H. Han- 
derson of the Union Trust Company was 
elected president; R. J. Izant of the Central 
National Bank was elected a director of the 
Association and T. E. Herrick, assistant vice- 
president of tk Clevelend Trust Company, 
was named vy.ce-chaiy an of the newly 
formed T Develop:.ent Division. 
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THE OHIO SAVINGS BANK & TRUST CO. 


TOLEDO, OHIO 


We invite correspondence from banks, trust companies and corporations desiring fiduciary or 
financial representation in this city. Prompt and efficient service, based on 
experience.and. thorough equipment 


Officers 


GEORGE M. JongEs, President 
Epwarp KIRSCHNER, Vice-President 


FRANK P, KENNISON, Vice-President and Trust Officer 


Seymour H. Horr, Vice-President 
Ami F. MITCHELL, Vice President 
CHARLES A. FRESE, Treasurer 
Craupe A. CAMPBELL, Secretary 
Joun LanpararF, Assistant Secretary 





NOTABLE RECORDS OF SERVICE AND 


PROMOTION AT THE CLEVELAND 
TRUST COMPANY 

Significant of the fine spirit which ob- 
tains in the conduct and among the person- 
nel of the Cleveland Trust Company is the 
fact that out of a list of thirty-five em- 
ployees, who have been continuously in the 
service of that organization for twenty-five 
years or more, all but a few have won their 
way into the official family. “Of the thirty- 
five employees who have received watches 
or a suitable equivalent for at least twenty- 
five years of service, one of them has won 
his way to the presidency of this great trust 
company, namely Harris Creech; twelve of 
them have become vice-presidents; eight have 
received other titles and nearly all of the 
remainder occupy executive positions of re- 
sponsibility. Three of them were original 
employees when the Cleveland Trust Com- 
pany was organized and several others were 
original employees of the several banks which 
have become part of the Cleveland Trust 
Company. 

“Of the fifty-eight employees who have 
been with the Cleveland Trust Company 
twenty years or more, forty-two occupy offi- 
cial or supervising positions; of the forty- 
two serving between fifteen and_ twenty 
years, twenty are executives; of the forty- 
nine employed from between ten and fifteen 
years, ten occupy administrative positions 
and of the three hundred and eighty-five em- 
ployed with service records between five and 
ten years, twenty-four have positions of re- 
sponsibility. 

The veterans in point of service, including 
tv.» women who have been honored, are: 
Harris Creech, president; H. H. Allyn, A. L. 
Assmus, Walter Bowler, John Feighan, I. F. 
Freiberger, E. B. Greene, J. M. Gundry, F. H. 
Houghton, Henry Kiefer, R. A. M -n, E. L. 


Mason, William Rapprich and Gorge F. 


Rosert C. Dunn, Asst. Sec’y and Asst. Trust Officer 
R. P. WHITEHEAD, Asst. Sec’y and Asst. Trust Officer 
J. H. Locusrnier, Assistant Treasurer 

JaMeEs W. EcKENRODE, Assistant Treasurer 

ARTHUR W. WEBER, Assistant Secretary 

Harry F. MAnor, Assistant Secretary 

FERDINAND G. MEIER, Auditor 





Schulze, vice-presidents; H. D. Cozad and 
E. B. Merrell, assistant vice-presidents; 
H. D. King, secretary; E. C. Heil and P. J. 
Huegle, assistant treasurers; George C. Beck 
and J. C. Hemstreet, assistant secretaries; 
A. A. Denison, comptroller. Managers or 
department heads: B. R. Buckley, Howard 
Hart, W. O. McClure, J. H. Wyllie, W. R. 
Radcliffe, Helen Lindsay, Minnie Rice, Jesse 
Charleton, Tillman Farlice, W. E. McIntire, 
N. Vitantonio. Casper Miller and D. J. Coll- 
ver, officers of the Collver-Miller Company, 
affiliated with the Cleveland Trust Company. 


SUBSTANTIAL GROWTH OF THE MID- 
LAND BANK 

When President D. D. Kimmel of The 
Midland Bank of Cleveland recently returned 
from Europe and a trip via airplane from 
Berlin to Moscow, he found that the institu- 
tion over which he has so capably presided, 
continued to double up on its record of 
growth, during his absence. The latest state- 
ment of the bank shows combined resources 
of $29,832,084, including loans and discounts 
of $20,554,012; U. S. bonds and other securi- 
ties, $4,729,407: cash and due from banks, 
$4,126,271. Deposits are now very close to 
25,000,000 with capital stock of $2,000,000; 
surplus, $1,000,000, and undivided profits of 
$44,681. 

While in Russia Mr. Kimmel had excep- 
tional opportunity to familiarize himself 
with industrial and economic conditions in 
that country. He says that Russia’s rail- 
road system is larger and more efficient than 
ever before; that agriculture is at pre-war 
levels; that industry is coming back strong 
and that an extensive educational system 
has been developed. 

The Cleveland Trust Company will house 
its present West Park branch bank in a new 
building at Lorain and Riverside roads. 
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Bonds. 


NEW OFFICES FOR UNION TRUST 
COMPANY 


A new building is being erected to house 
the Kinsman-East 140th street office of The 
Union Trust Company, Cleveland, which is 
now located at the junction of Kinsman and 
Union avenues. The new office will be lo- 
cated on the southeast corner of Kinsman 
avenue and East 140th street. It will have 
a frontage of 50 feet and a depth of 103 feet. 
The building will be used exclusively for 
banking purposes. 

The exterior will be of Indiana limestone 
with bronze entrances and metal windows, 
and will conform to the standard design 
which has been adopted by The Union Trust 
Company for all of its offices. The main 
banking room is 22 feet high. The interior 


Trust COMPANY OF CLEVELAND 


COMPANIES 


Securities 


First Farm Mortgages, 
Municipal Bonds, Corpo- 


rate Bonds, Government 





New BucKkeye-E. 118TH STREET OFFICE OF THE UNION 


The OMAHA TRUST CO. 


Affiliated with the OMAHA NATIONAL BANK 


Combined Resources over $40,000,000 


Trust 
Able and responsible ad- 
ministration of all fidu- 


ciary relationships. 


WALTER W. HEAD, President 





is being done in marble, bronze and walnut. 
There is a spacious vault with an ample 
lobby behind a bronze grill. The vault is a 
new type of construction, built of heavy 
metal and contains ample space. There will 
be safe deposit boxes of various sizes to 
meet all requirements. 

All previous record for openings of new 
Union Trust offices were broken recently 
when the new Buckeye-East 118th street of- 
fice was introduced to the neighborhood with 
a housewarming. Deposits were received on 
the first day amounting to $138,292, and rep- 
resenting 576 accounts. 

CLUB FOR COMMERCE GUARDIAN 
EMPLOYEES 

Employees of the Commerce Guardian 
Trust & Savings Bank of Toledo, 
have formed a club known as the 
Commerce Guardian Club. Quarters 
for the club were furnished by the 
bank and outfitted by members. The 
club is the center of social activities 
of bank employees. Officers are: 
Benjamin H. Raitz, president; Miss 
Ida May Miller, vice-president; Mrs. 
Florence Jones Lupe, secretary, and 
Earl Murphy, treasurer. 


The latest statement of the Cleve- 
land Trust Company shows that 
during the first half of this year the 
company has advanced from 29th 
to 21st place among American ban¥% 
and trust companies in yolume of 
deposits. ie 
John C. Bobzien, manager of the 
incoming clearing house department 
of the Fifth-Tuird National. Bank 
f Cincinnati, has completed thirty- 
‘one years of service with that bank 
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Pittsburgh 


Special Correspondence 


EXCELLENT STATEMENTS BY PITTS- 
BURGH TRUST COMPANIES 


The latest financial statements rendered 
by the trust companies of Pittsburgh as of 
September 27th, reveal some notable gains 
in volume of banking and trust business. 
The Union Trust Company has gained sev- 
eral laps among the country’s leading trust 
companies with resources of $194,185,098; 
deposits of $129,867,580; capital, $1,500,000; 
surplus, $47,000,000, and undivided profits 
of $2,238,702. Trust funds aggregate $248,- 
795,886. Corporate trusts amount to $496,- 
501,500, securities held thereunder $99,542,- 
S62 and the company serves as transfer 
agent and registrar for corporation securi- 
ties having par value of $1,428,650,670. 

The Colonial Trust Company, which re- 
cently celebrated the formal opening of its 
handy and greatly enlarged banking rooms, 
reports marked gains. In the banking de- 
partment the resources amount to $34,264,- 
125, and deposits, $27,032,414, with capital 
of $2,600,000; surplus, $3,000,000, and undi- 
vided profits, $1,350,506. Trust funds have 
increased to total of over $48,000,000, and 
the company serves as trustee under mort- 
gages amounting to $120,533,377, and with 
securities deposited under collateral trust 
mortgages amounting to $15,411,837. 

The current statement of the Peoples Sav- 
ings & Trust Company shows an increase 
of $2,700,000 in deposits during the past three 
months, bringing total to $29,778,047, with 
capital of $4,000,000; surplus, $7,500,000, and 
undivided profits of $1,100,827. Trust funds 
amount to $81,922,689, and the company acts 
as trustee under mortgages having value of 
$46,667,253. 

The Pittsburg Trust Company reports to- 
tal resources of $21,823,437, deposits of $15,- 
799,682; capital, $2,000,000; surplus, $2,000,- 
000, and undivided profits, $621,230. Trust 
funds amount to $12,134,992; trusts securing 
issues of corporate bonds and equipment 
trusts, $22,452,500; total amount of securi- 
ties deposited to secure issues of collateral 
“ust bonds, $14,126,459. The Pittsburg 
Trust Company has paid dividends of $7,573,- 
000 since its organization. 

The Commonwealth Trust Company re- 
ports in its banking department resources of 
$16,031,982; deposits, $11,150.57; capital, 
$1,500,000 ; surplus, $1,500,000, and uudivided 
profits of $149,098. Trust funds a? sunt to 
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PITTSBURGH 


FIDELITY TITLE ANDIRUST CO, 


341-545 FOURTH AVE. PITTSBURGH. 
ESTABLISHED = 1886 


CTS in all trust capac- 

ities. Trust accounts 

managed aggregate more 
than $144,000,000. 


APITAL, Surplus and 

undivided profits 
more than $8,000,000. 
Handles checking ac- 
counts of corporations, 
firms and individuals. 








$17,101,562, not including real estate, and 
holdings as trustee under corporation mort- 
gages amount to $15,483,000. 


The Union Trust Company of Pittsburgh 
declared an extra dividend of 10 per cent 
out of earnings in addition to its last regu- 
larly quarterly dividend of 25 per cent. 

The Potter Title & Trust Company of 
Pittsburgh is distributing among members 
of the legal profession its 25th annual edi- 
tion of the Allegheny County Legal Direc- 
tory, containing addresses of attorneys and 
other information of interest to attorneys. 

The Logan Trust Company of New Ken- 
sington, Pa., has taken possession of its new 
home. 

Among Pittsburgh bankers and trust offi- 
cials who will lecture on financial subjects 
at the coming sessions of the University of 
Pittsburgh are the following: Ralph S. 
Euler, vice-president of the Union Trust 
Company; C. W. Orwig, vice-president and 
treasurer, Commonwealth Trust Company; 
Norman B. Ward, manager of the bond de- 
partment, Peoples Savings and Trust Com- 
pany, and M. R. Craig, vice-president of the 
Potter Title and Trust Company. 





AVAILABLE 


TRUST COMPANIES 


Los Angeles 


Special Correspondence 


MERGER OF HELLMAN COMMERCIAL 
AND MERCHANTS NATIONAL 


The Hellman Commercial Trust and Sav- 
Bank of Los Angeles has relinquished 
its state charter and has acquired a national 
charter as a preliminary step in plans for 
merger with the Merchants National Bank. 
This consolidation, to be effected under the 
title of the Merchants National Trust & Sav- 
ings Bank, will create another big banking 
unit with aggregate resources of over $130.- 
000,000. In fact the Merchants National 
Trust & Savings Bank will take precedence 
as the largest national bank west of St. 
will be well forward in the ad- 
vanced phalanx of American banks and trust 
companies having each over $100,000,000 re- 


sources, 


ings 


Louis and 


The Hellman Commercial Trust & Savings 
Bank came into existence in 1913 when the 
All Night and Day Bank was acquired. Since 
that time, increased $81,534,037.71 
until the end of 1925, of which $73,195,830.28 
was acquired without absorption. 

Marco H. Hellman was president of the 
bank until the middle of last year when he 
advanced to the chairmanship of the board 
and the late Benjamin E. Page was elected 
president. Following the death of Mr. Page, 
Mr. Nolan became president. The latter has 
been associated with the Hellman banks for 
many years as an attorney and was an active 
vice-president of the Merchants National 
Bank before his election to the presidency 
of the Hellman Commercial Trust & Savings 
Bank. 


deposits 


EXECUTIVE CHANGES AT PACIFIC- 
SOUTHWEST TRUST 
Charles Donlon, whose resignation as vice- 
president and manager of the Oxnard branch 


of the Pacific-Southwest Trust & Savings 
Bank of Los Angeles became effective on 


September 30th, remains as chairman of the 
Oxnard executive board of the bank. The 
board of directors of the Pacific-Southwest 
Bank elected H. P. Speer, cashier, to succeed 
Mr. Donlon as manager of the Oxnard 
branch. C. A. Bright, assistant cashier, will 
be second in command. 

«Mr. Donlon is one of the outstanding fig- 
ures in Oxnard and Ventura County. He is 
president of the Standard Bond and Mort- 
gage Company; the Oxnard Chamber of Com- 
merce, and the Oxnard Citrus Association. 
Mr. Speer, the newly appointed manager of 


595 


the Oxnard branch of the Pacific-Southwest 
Bank, is also a leader in his city. He is now 
chairman of the City Planning Commission 
of Oxnard and for eight years was a mem- 
ber of the board of trustees of Oxnard. Mr. 
Bright, a native of Longton, Kan., moved to 
Oxnard in 1904, and entered the employ of 
the Bank of Oxnard and the Oxnard Savings 
Bank on October 16, 1909. 


LENNOX STATE BANK ABSORBED 


The Lennox State Bank was merged re- 
cently with the Pacific-Southwest Trust & 


Savings Bank of Los Angeles. With the com- 
pletion of this merger, there will be four 
branches of the Pacific-Southwest Bank in 
the Inglewood group, the First Branch and 
the Market Street Branch in Inglewood 
proper; the Fairview Branch in Fairview 
Heights, and the Lennox Branch, in Lennox. 
All four branches will be under the super- 
vision of W. G. Brown, Inglewood, vice-presi- 
dent. 

The merger effective tomorrow 
aggregate resources of $310,809,422.8ST7 as 
shown by the call for statements of condi- 
tion as of June 30th last. The resources of 
the Lennox State Bank were $342,768, while 
those of the First National-Pacific-Southwest 


represents 


Banking Group were $310,466,654.87; The 
First National Bank of Los Angeles with 
$98,582.424.08: the Pacific-Southwest Bank 


with $211,284,230.79, and the First Securities 
Company, capital and surplus, $600,000. 


CALIFORNIA BANK PROMOTIONS 

A. M. Chaffey, president of California Bank 
of Los Angeles announces the following pro- 
motions passed upon at a recent board of di- 
rectors meeting: Yale C. Porch, credit mana- 
ger, promoted to comptroller to fill the va- 
caney created by the resignation of Gordon 
C. Smith. Gordon C. Smith was elected some 
months ago to the executive vice-presidency 
of the National City Bank, affiliated with 
California Bank. H. J. Bunjes, statistician, 
promoted to assistant comptroller. 

Yale C. Porch will be remembered as a 
deputy in the state superintendent’s office 
some couple of years ago, although he has 
been affiliated with California Bank for som 
time and has been in charge c: the cereus 
department of the California Bank over the 
past several months. Mr. Bunjes has been 
a member of the California Bank staff for 
several years in the capacity of statistician. 
He was*president of the Western Statistical 
Associa‘ion last year and is actively in 
charge f their program.committee this year. 




































































































STATEMENT OF THE CONDITION OF 


TRUST COMPANIES 


THE EASTON TRUST COMPANY 


EASTON, 


June 30, 1996 


RESOU RCES 
Loans.. outa 
Sisineiies and Suhemante 7” paeied. 
Investment Securities... 
Stock of Federal hemevs Dank. 


.$1,797,999.44 
2,694,348.45 
3,312,113.95 

30,009.00 


Real Estate, Office Building....... 456,000.00 
Furniture, Fixtures and Office Equipment. 94,402.11 
Other Assets....... <aeeebawe ne 15,933.86 
Due from Banks........ 588,017.54 
ae ne 2 ee a re 122,091.34 










. .$9,110,906.69 






Principal Invested. . .. 
Principal Uninvested 


UNION BANK & TRUST COMPANY OF 
LOS ANGELES INCREASES CAPITAL 


Pres. Ben R. Meyer of the Union Bank 
& Trust Company of Los Angeles, announces 
that by action of the board of directors 
of that institution, at a regular monthly 
meeting which took place September 30, 1926, 
an increase in the capital of that institution 
from $1,500,000 to $3,000,000 was determined 
upon, subject to the approval of the stock- 
holders. In connection with the increase in 
apital the addition of $375,000 to surplus 
was also authorized, which will make the 
total capital and “aon of the Union Bank 
& Trust Company, This increase 
in the capliataation me the “Union Bank & 
Trust Company is deemed to be necessary in 
order to continue in the development of Los 
Angeles in an industrial way, and also to 
keep pace with the growth in population 
which steadily, year by year, is taking place. 

The Union Bank & Trust Company in its 
location at Eighth and Hill streets, has en- 
joyed an enviable growth, its deposits hav- 
ing increased from some $4,000,000 in 1921, 
to over $17,000,000 at the present time, and 
ranks among the progressive financial in- 
stitutions of the West. The Board of Direc- 
tors of t.. Union Bank & Trust Company also 
authorized the purchase of fifty feet of 
ground on Hill street immediately north of 
the present Union Bank Building, upon which 
forthwith the Union Bank will construct an 
addition to the Un’. Bank Building. This 
addition will be a limit height Class A struc- 
ture. The ground floor will be u lized to 
extend the present banking roor. of the 
Union Bank & Trust Company. 





TRUST FUNDS 


LIABILITIES 
Capital Stock..... as |) Sea 
Surplus.. 

Undivided "Profits. 


$250,000.00 
800,000.00 
214,527.59 


Reserve for Depreciation ‘of Securities. . 50,000.00 
Reserve for Depreciation of Building, etc. 88,152.46 
Reserve for Taxes...... : 20,515.70 
Reserve for Interest. 2,000.00 
Dividends Unpaid..... 30,030.00 
Treasurer’s Checks Outst: nding 19,148.54 
Certified Checks. . 7,319.35 
Other Liabilities. .... 21,527.86 
Due to Banks. : 23,788.86 
Deposits......- . 7,583,896 33 








Tetal.... . .$9,110,906.69 





$1,609,805.45 
54,690.39 





Total $1,664,495.84 






IMPORTANT MERGER IN SAN FRANCISCO 

Formal announcement has been made of 
agreements for consolidation of the Ameri- 
can Bank and the Mercantile Trust Com- 
pany in San Francisco. These two state in- 
stitutions have together, in addition to their 
main offices, 29 branches in San Francisco 
and 33 branches in cities and towns 
throughout the state. 

The Mercantile Trust Company has capital 


other 


of $5,500,000, surplus and profits, $5,200,000, 
and deposits of approximately $161,200,000. 


The American Bank has capital of $5,000,000, 
surplus and profits, $1,800,000 and deposits 
of $71,700,000. 

Upon the consummation of the merger the 
consolidation will have approximately $233,- 
000,000 in deposits, which will make the in- 
stitution number 21 among the largest banks 
in the United States and number 9 among 
the largest trust companies, the Illinois Mer- 
chants Trust Company of Chicago and the 


Union Trust Company of Cleveland being 
the only two trust companies outside of 


New York which will rank them in deposits. 
John S. Drum, who was president of the 
American Bankers Association in 1920-1921, 
is the president of the Mercantile Trust 
Company and Russell Lowry is the executive 
vice-president of the American Bank. 


The Mercantile Securities 
California, which is 
holders of the Mer 


Company cof 
owned by the _ stock- 
-~antile Trust Company of 
California, San Francisco, has moved its Los 
Angeles offices to 1119 Pacific-Southwest 
Bank Building from 629 South Spring street. 



































TRUST COMPANIES 


WORK OF CORPORATE 
_| TRUST DEPARTMENTS 


by R. G. PAGE 
Vice-President, Bankers Trust Co. 
and PAYSON G. GATES 


Assistant Secretary, Bankers Trust Co. 


Basse is the first comprehensive work giving, from authoritative 
and practical sources, an inside view of corporate trust and 
corporate agency administration. Emphasizing the most recent 
developments, this book provides officers of trust companies and 
banks engaged in fiduciary service with actual demonstrations of 
trust company practice in respect to: 


CORPORATE TRUSTS CORPORATE AGENCIES 


Mortgages and indentures Corporate reorganizations and read- 
Authentication and delivery of bonds justments 


Sinking funds and releases of prop- 
erty 





Protective and reorganization com- 


. mittees 
Defaults and remedies 


Collateral trust indentures, note is- 
sues equipment trusts ties 


Transfer and registration of securi- 


Escrow and miscellaneous trusts Coupon and divided payments 


An important feature of this exceptional book is the collection of over 100 forms, com- 
prising a complete set of corporate trust and agency records. 

It points out the necessity for careful analysis of all trust agreements; describes the 
dangers of immunity clauses; explains corporate trust and corporate agency services; covers 
the subject of fees and of vault control. It is in every respect a “‘brass-tack’’ book and the 
first to give the views of one on the inside of corporate trust work, looking out. 


Price, postpaid 





TRUST COMPANIES Magazine, Book Department 
55 Liberty Street, New York. 

Gentlemen: Enclosed please find $5.00 (check or money order), for whic. kindly 

send me copy of ““Work of Corporate Trust Departments,” or you may send me copy 

on approval. 


v Name 


Ek oe og otal ied eae 


Make check or draft payable to TRUST COM ’ANIES Publishing Association, 
55 Liberty Street, New York. 
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Commercial Credit Corporation 
Capital, Surplus and Undivided Profits : 


Collateral Trust Notes 


Denominations: $500, $1,000, $5,000, $10,000 
Maturities: 3 to 6 Months 


Up to June 30, 1926, banks have purchased 
$292,000,000 
of these securities 
Offering Sheet on Request 


Pershing Square Building, Park Avenue and 42nd Street 
New York 


Affiliated with 


COMMERCIAL CREDIT COMPANY 


BALTIMORE 


COMMERCIAL CREDIT TRUST 
CHICAGO 


CONTINENTAL GUARANTY CORPORATION OF CANADA, LIMITED 
MONTREAL 
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$6,375,000 


SAN FRANCISCO 


COMMERCIAL CREDIT COMPANY, INC, 
NEW ORLEANS 
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Veter 


COeReeneneeeeeeeeeon ee eoeereneannn 





IDEAL ORGANIZATION OF TRUST 
DEPARTMENT 
(Continued on page 420) 

The point I wish to emphasize is that no 
matter what the special scope of the di- 
visions may be, they should be managed 
by well-trained trust men, not by single- 
track specialists. 

Banks having a large trust department 
with many divisional segregations managed 
by men who are expert in the work assigned 
to each division are often tempted, by reason 
of the perfection of their divisional plan, 
to wander from the clear field of trust work 
and to invade other lines of business that 
are foreign to the high ideals of the trust 
business. 


Unwise and Unethical Affiliations 


I do not believe for example that a bank, 
through its trust department, should engage 
even indirectly in the real estate business 
and trespass upon the legitimate domain of 
the realtor. The temptation is very real 
when the real estate division is a thoroughly 
systematized and well managed unit. 

{ dv not believe even that it is wise that 
a trust department and an affiliated bond 
department should be under the same roof 
lest the lazy assurance of a weakened con- 








science should tempt the investment officer 
to confine the investment of trust funds to the 
bonds that the bond department has for sale. 
The investment of trust funds is the most 
difficult and sacred of our duties; we cannot 
permit the spectre of the trustee’s personal 
gain to besmirch the character of the ideal 
trustee. Arguments that the “syndicate is 
nation-wide and powerful’ ‘and that the 
“securities are sold to the trust at cost’? are 
mere sophistries and evasions. 

My plea, therefore, would be strict adher- 
ence to the best traditions of trust service 
as practiced by strictly orthodox trustees 
free from the taint of ultra-modernism and 
from the suspicion of self-aggrandisement, 
and this can be assured by a carefully selec- 
ted and properly trained personnel, working 
efficiently under and by virtue of a well 
devised plan. 

& & & 

The Farmers & Merchants Bank and the 
Hickman Bank & Trust Company of Hick- 
man, Ky., have agreed to erect for the neigh- 
boring farmers a storage warehouse if thg 
farmers will in turn agree to plant at least 
150 acres in sweet potatoes. 

The late William Livingstone, the 
known Detroit banker, 
at $1,061,255.61. 


well- 
left an estate valued 
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